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EDUCATION  for  1940  - 1941 


We  are  now  making  up  our  list  of  subjects  and 
editors  for  the  next  school  year.  What  subjects  would 
you  like  to  see  featured  ?  Do  you  like  a  variety  of 
articles  in  each  issue  or  do  you  prefer  a  symposium  of 
articles  about  different  phases  of  some  one  subject? 
Do  you  read  our  Book  Reviews  and  Reviews  of  Recent 
Musical  Recordings?  How  can  EDUCATION  best 
serve  the  profession  during  the  coming  year  ?  Your 
answers  to  these  questions  will  assist  us  in  the  prep¬ 
aration  of  the  sixty-first  volume  of  EDUCATION. 

Write  us  on  your  letterhead  or  use  the  coupon  below. 
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AN  ECONOMIST  MEETS  LONDON 

Jacob  H.  Hollander 

PROFESSOR  OF  POLITICAL  ECONOMY 
THE  JOHNS  HOPKINS  UNIVERSITY 

It  %could  he  indeed  gratuitoue  to  introduce  Profeseor  Hollander  to  our  readere.  For 
thirty-five  yearn  Profennor  of  Political  Economy  in  The  John*  Hopkinn  Vnivernity,  he 
ha$  been  npiritual  father  to  a  long  line  of  anpiring  eeonomintt,  and  I  like  to  think  of 
mytelf  an  one  of  the  company  —  although  ''far  below  the  naltP*  —  McCabe,  Stockton, 
Wolman,  Weyforth,  Holtzclaw,  Simpson,  Broadiin  Mitchell,  Evans,  Cooper,  Bullock, 
worthy  sons  fired  by  a  scholarly  Oamaliel.  Author  of  many  books,  gifted  lecturer, 
practical  statesman,  and  rare  bibliophile,  who  cares  for  books  not  only  as  tools  of  the 
trade,  but  "as  living  things  to  be  assembled  for  th^r  distinction,  to  be  admired  for 
their  elegance,  to  be  cherished  for  their  association,"  Dr.  Hollander  gives  us  an  inti- 
mate  glimpse  of  the  verdant  economist's  first  "venture"  upon  London. — J.  8.  R. 


An  Atlantic  Transport  “cattle 
^  boat” — round  trip  fare,  $81.00 
—  had  taken  him,  after  his 
first  year  of  teaching,  across  the  At¬ 
lantic,  lA)ndon-bound.  A  warmly  re¬ 
garded  colleague  was  cicerone,  and  “to 
work  in  the  British  Museum”  was  the 
avowed  purpose.  The  company  was 
overwhelmingly  collegiate,  and  even 
“four  in  a  stateroom”  and  unpro¬ 
tected  decks  were  delightful  incidents. 

He  disembarked  at  Tilbury  and 
was  whisked  to  Bloomsbury  —  then, 
as  perhaps  still  —  the  Quartier  Latin 
of  the  capital.  Here  his  first  contact 
with  the  sights,  the  sounds,  the  smells 
—  Kipling’s  corporal  uses  a  stouter 
term  —  of  Tx)ndon  stnick  at  the  time 
and  were  never  thereafter  to  be  lost. 
The  young  traveller  lived  thriftily  — 
28  shillings  a  week  was  Miss  Stock’s 
tariff  for  “dinner,  lodging  and  break¬ 
fast.”  Luncheon  was  a  cup  of  tea  and 
a  roll  at  a  close-by  “A.  B.  C.”  —  every 
other  day  a  Bath  bun  which  cost  a 
penny  more.  In  the  evening  he  rode 
atop  a  Ilolbom  bus  and  heard  the  uni¬ 


verse  reconstituted  in  Hyde  Park. 
Now  and  then  he  yielded  to  the  lure 
of  the  theaters,  and  from  pit  or  gal¬ 
lery  heard  Sir  Henry  Irving  or  Beer- 
bohn  Tree  —  or  even  Dan  Leno  and 
Marie  Lloyd. 

From  the  first  he  mingled  work 
w’ith  play.  A  few  formalities  and 
then  a  three-months’  card  to  the  Mu¬ 
seum  Reading  Room.  There  he  toiled 
from  opening  hour  to  closing  time. 
The  Manuscript  Room  and  the  Peri¬ 
odical  Department  were  only  corridor- 
lengths  away,  and  he  reveled  in  the 
superlative  luxury  of  having  any  ma¬ 
terial  that  he  needed  laid  upon  his 
desk  within  the  hour.  There  was  no 
little  drudgery.  A  yellowing  sheaf  is 
reminder  of  the  toilsome  copy  of 
James  Anderson’s  then  unobtainable 

—  he  now  possesses  two  copies  of  the 
original  —  “rent”  tract. 

Letters  of  introduction  from  New¬ 
comb  and  Clark  opened  the  way  to 
genial  welcome  from  revered  deities 

—  ^farshall,  Edgeworth,  Foxwell, 
Bonar,  Higgs.  The  novice  was  never 
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to  forget  a  moonlight  stroll  with  the 
sage  of  Baliol  Croft,  and  his  request 
for  “a  brief  summary  of  Patten’s  eco¬ 
nomic  philosophy”!  There  were  con¬ 
tacts  —  and  intimacies  —  with  book¬ 
sellers  ;  above  all  —  George  Harding. 
I'he  young  scholar  moaned  at  having 
to  pay  twenty  shillings  for  the  first 
edition  of  the  Wealth  of  Nations,  and 
was  adamant  in  refusal  of  a  like 
charge  for  the  original  issue  of  God¬ 
win’s  Political  Justice. 

He  succumbed  to  the  lure  of  eco¬ 
nomic  personalia.  Rathbone  bawled 
him  out  but  eventually  found  for  him 
a  Tassie  medallion  of  Adam  Smith  in 
the  original  enamel.  Asher  Meyers 
gave  him  a  proof  copy  of  Phillips’  be¬ 
nign  Ricardo,  and  in  Daniel’s  delight¬ 
ful  cubby-hole  he  found  not  only  the 
lAnnell  Malthus,  but  a  mint  print  of 
John  Houblon,  the  first  Governor  of 
the  Bank  of  England.  Years  after 


he  saw  the  original  painting  in  the 
parlor  of  the  Governor  of  the  Bank 
of  England  and  was  moved  to  present 
the  replica  engraving  to  the  then  gov¬ 
ernor  of  the  Federal  Reserve  Bank  of 
New  York,  where  presumably  it  still 
hangs. 

Tourist-fashion,  he  made  the  rounds 
of  the  great  show-places  —  Westmin¬ 
ster  Abbey,  the  Houses  of  Parliament, 
the  Tower,  the  National  Gallery,  the 
Wallace  and  the  Tait.  By  the  good¬ 
ness  of  “the  Webbs”  he  sat  throu^ 
a  session  of  the  London  County  Coun¬ 
cil  ;  his  Museum  card  gave  him  access 
to  the  Guild  Hall,  and  he  sampled 
port  and  touched  elephants’  tusks  in 
the  “caves”  of  the  Tx)ndou  docks. 

It  was  a  formative  six  weeks.  He 
was  often  ther(*after  to  revisit  the 
metropolis;  but  never  again  the  first 
thrill. 

Eheu  fugaces! 


RECOVERY  —  WHEX  ? 

Alvin  H.  Hansen 

Am  outstanding  authoritg  in  the  field  of  the  business  cycle  and  too  well  known  for 
identification  is  Professor  Hansen,  Littauer  Professor  of  Political  Economy  at  Harvard 
Unirersity.  Teacher,  author,  editor.  Dr.  Hansen  was  for  nearly  twenty  years  a  mem¬ 
ber  of  the  faculty  of  the  School  of  Business  Administration  of  the  University  of  Min¬ 
nesota.  Oarver  and  Hansen's  "Principles  of  Economics"  is  a  widely  used  textbook. 
Professor  Hansen  was  President  of  the  American  Economic  Association  <m  J9Sfi.  His 
latest  book  on  this  timely  subject,  "Full  Recovery  or  Stagnation?",  was  published  In 

19S8.—J.  S.  R. 

WE  have  just  embarked  upon  a  larly  related  to  all  the  vast  range  of 
new  decade,  the  decade  of  the  industries  associated  with  the  develop- 
nineteen-forties.  How  shall  we  ment  of  the  great  automobile  indus- 
fare  from  the  standpoint  of  economic  try,  and  public  roads.  In  many  of  the 
conditions  in  this  decade?  We  have  newer  countries  there  was  extensive 
completed  four  decades  in  the  twenti-  building  of  public  utilities  and  an  ex- 
eth  century.  Ibiring  the  first  one  we  i)an8ion  of  manufacturing  equipment 
experienced  a  buoyant  recovery  from  in  consequence  of  an  increasing  de- 
the  deep  depression  of  the  nineties,  gree  of  industrialization.  In  Ger- 
During  the  second  we  \vere  depressed  many  it  took  the  form  of  the  rebuild- 
iii  the  first  half,  but  the  World  War  ing  of  the  great  German  merchant  ma- 
brought  us  a  boom  and  inflation  in  the  rine,  the  re-equipment  of  the  German 
second  half.  The  third  decade  brought  lailway  system,  the  modernization  and 
a  high  level  of  urban  activity  on  the  rationalization  on  a  vast  scale  of  the 
whole,  though  with  distressed  indus-  great  German  industries,  together 
tries  and  areas,  particularly  agricul-  with  a  large  quasi-public  housing  pro- 
ture.  The  decade  of  the  thirties,  as  gram  and  public  works.  This  exten- 
we  are  all  aware,  brought  us  the  deep-  sive  constructional  program  through- 
est  depression  in  our  entire  history,  out  the  \vorld  under  the  buoyant  op- 
and  from  this  we  have  not  yet  wholly  timism  of  the  twenties  over-reached 
recovered.  itself  and  attained  by  1929  a  high  de- 

The  easy  but  superficial  explana-  gree  of  temporary  saturation.  For  a 
tion  is  often  given  that  the  depression  time  there  was  nothing  more  to  be 
of  the  thirties  was  a  natural  and  in-  done  in  the  heavy  goods  industries, 
evitable  consequence  of  the  World  notably  in  Germany  and  in  the  United 
^^ar.  This  is,  of  course,  partly  true,  ^States.  The  boom  died  a  natural 
but  it  is  easy  to  exaggerate.  To  ex-  death.  This  is  the  basic  explanation 
plain  the  thirties  we  must  peer  back  for  the  terific  depression  in  the  early 
into  the  twenties.  In  the  twenties  we  1930’s. 

experienced  throughout  the  world  a  In  part  it  is  not  difficult  to  see  that 
great  investment  boom.  It  was  a  ibis  investment  boom  was  in  some 
decade  of  large  outlays  in  fixed  capi-  measure  the  consequence  of  the  Great 
tal  goods.  In  the  United  States  this  War.  Housing  construction,  which 
took  the  form  of  residential  building,  loomed  larger  than  anything  else  in 
office  buildings,  public  utilities,  invest-  the  twenties,  had  been  held  in  check 
ment  in  plant  and  equipment  particu-  throughout  a  great  part  of  the  world. 

887 
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The  same  is  true  of  many  public 
works  and  public  utilities.  The  in¬ 
creased  pace  of  industrialization  of 
the  newer  countries  was  fostered  and 
stimulated  by  the  war.  The  vast 
lending  capacity  of  the  United  States, 
which  in  part  sustained  the  volume  of 
investment  expenditure  throughout 
much  of  the  world,  was  also  in  part  a 
product  of  the  war.  Thus  the  boom 
was  in  some  measure  a  post-war  phe¬ 
nomenon.  What  the  twenties  would 
have  been  like  had  there  been  no  war 
is  of  course  difficult  to  say.  The  rise 
of  the  electrical  and  automobile  in¬ 
dustries  would  doubtless  have  given  a 
considerable  measure  of  prosperity, 
though  also  doubtless  at  a  more  mod¬ 
erate  pace. 

The  intensity  of  the  depression  of 
the  thirties  is  a  reflection  of  the  in¬ 
tensity  of  the  investment  boom  of  the 
twenties.  But  the  cumulative  down¬ 
ward  movement  was  doubtless  further 
intensified  by  the  unhealthy  interna¬ 
tional  monetary  and  financial  situa¬ 
tion.  Short-term  international  lend¬ 
ing  had  reached  prodigious  propor¬ 
tions  quite  out  of  line  w’ith  anything 
that  could  be  regarded  as  normal.  To 
some  extent  this  represented  a  tempo¬ 
rary  stop-gap  after  long-term  lending 
had  ceased.  This  was  an  unhealthy 
situation.  The  mal-distribution  of  the 
world’s  gold  made  the  international 
monetary  system  shaky,  and  its  break¬ 
down  clearly  intensified  the  depres¬ 
sion,  Countries  still  adhering  to  the 
Gold  Standard  found  their  economic 
situation  worsened  by  the  monetary 
distortions  in  other  parts  of  the  world. 
Out  of  this  experience  we  have  learned 
that  it  is  l>etter  to  bend  than  to  break 
and  that  a  flexible  monetary  system, 
with  as  much  controlled  stabilitv  of 


exchanges  as  the  underlying  facts 
warrant,  is  much  to  be  preferred  to  a 
rigid  and  unyielding  international 
Gold  Standard. 

During  the  last  half  of  the  decade 
of  the  thirties,  by  and  large,  the  world 
made  a  substantial  recovery.  But 
when  one  looks  at  Western  Europe  as 
a  whole,  it  is  evident  that  the  recovery 
was  in  large  part  and  perhaps  mainly 
due  to  the  vast  rearmament  expendi¬ 
tures,  France,  as  always  in  the  past, 
was  relatively  little  affected  at  first 
by  the  world  depression  and  with  her 
self-contained  economy  never  fell  to 
any  extraordinarily  low  level.  Yet  as 
the  thirties  wore  on,  intensified  by  her 
rigid  monetary  policy,  her  difficulties 
grew  and  she  never  succeeded  in  stag¬ 
ing  any  appreciable  recovery.  Ger¬ 
many  alone  of  all  the  great  countries 
suffered  a  terrific  decline  in  income 
and  employment  comparable  with  our 
owm.  In  1933  what  was  the  way  out 
for  Germany?  There  was  little  pros¬ 
pect  of  any  rapid  recovery  of  private 
investment.  Ordinary  public  works 
of  sufficient  magnitude  could  scarcely 
be  contemplated  as  a  practical  politi¬ 
cal  program  considering  the  large  out¬ 
lays  that  had  already  been  made  in 
the  tw’enties  for  this  purpose  and  con¬ 
sidering  the  public  attitude  toward 
taxation  and  expenditures.  Only  the 
military  ideal  could  arouse  the  people 
to  the  necessity  of  vast  governmental 
outlays  on  plant  and  equipment  des¬ 
tined  for  war  purposes.  This  program 
of  course  induced  a  vast  amount  of 
private  investment,  and  this  is  the  ba¬ 
sis,  as  all  the  world  knows,  of  the 
German  recovery  in  employment  and 
output,  ^foreover,  not  only  did  the 
Hitler  war  economy  revive  investment 
and  employment  for  the  general  mass- 
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C8,  it  also  furnished  a  vast  number  of 
seemingly  worthwhile  jobs  for  the 
unemployed  technical  and  intellectual 
proletariat. 

England  alone,  having  experienced 
uo  boom  in  the  twenties  and  enjoying 
an  unusual  position  of  remarkably 
advantageous  terms  of  trade  through¬ 
out  the  depression,  experienced  a  more 
normal  recovery.  This  is  to  be  writ¬ 
ten  down  to  good  luck  more  than  to 
design  and  wise  economic  statesman¬ 
ship.  Yet  it  is  to  be  doubted  that 
England’s  recovery  would  have  been 
more  than  half  way  had  there  not  been 
piled  on  top  of  the  housing  recovery 
the  vast  rearmament  program.  This 
is  particularly  true  for  the  four  years 
1936-1039,  the  period  of  substantial 
British  recovery. 

In  the  United  States  a  substantial 
recovery  was  achieved  by  1937,  but  it 
also  was  based  very  heavily  upon  huge 
governmental  expenditures  for  relief 
and  public  works.  Subtract  the  extra¬ 
ordinary  governmental  expenditures 
throughout  the  western  world  for  the 
period  1933  to  1930  and  how  much 
of  the  recovery  actually  realized  would 
remain  ? 

Thus  the  decade  of  the  thirties  is 
unique  first  in  the  respect  that  it  rep¬ 
resents  the  greatest  collapse  of  private 
investment  that  we  have  ever  wit¬ 
nessed,  and  second  in  the  respect  that 
governments  throughout  the  world 
found  it  ultimately  necessary  to  act  in 
a  positive  manner  to  end  in  one  way 
or  another  the  depression. 

By  1937  more  or  less  all  groups  in 
America,  including  the  critics  of  the 
Xew  Deal,  were  beginning  to  feel 
rather  optimistic  about  our  recovery. 
It  was  beginning  to  be  believed  on  all 
sides  that  the  spending  program  had 
really  worked  and  that  private  invest- 
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ment  would  beyond  a  certain  point 
carry  on.  The  recession  of  1937  was 
a  profound  shock  to  this  optimism. 
That  recession  in  the  first  six  months 
was  the  sharpest  we  had  ever  experi¬ 
enced,  and  the  movement  was  reversed 
only  by  another  positive  program  of 
governmental  expenditures.  Again  by 
the  summer  of  1938  optimism  revived 
and  again  the  hope  emerged  that  pri¬ 
vate  investment  would  carry  us  on  to 
higher  levels  of  output,  and  employ¬ 
ment,  than  that  experienced  in  the 
twenties  and  perhaps  to  a  full  recov¬ 
ery.  Whether  this  indeed  would  have 
occurred  we  shall  never  know,  for  in 
the  meantime  the  European  War 
broke. 

And  now  again  Western  Europe  is 
straining  all  its  resources  to  meet  the 
requirements  of  the  highly  mechan¬ 
ized  modern  methods  of  warfare. 
With  Western  Europe  fullyr  employed 
and  finding  it  difficult  to  hold  down 
inflation,  it  cannot  be  doubted  that  all 
neutral  countries  in  trading  relation 
with  the  war  area  must  be  favorably 
affected  from  an  economic  standpoint. 
Thus  there  w'ill  continue  during  the 
period  of  the  war  a  new  underlying 
buoyancy  acting  upon  our  economy 
from  the  outside,  supporting  our  in¬ 
ternal  recovery. 

But  we  must  not  expect  too  much 
from  this  development.  The  British 
Empire  is  far  more  self-sufficient  to¬ 
day  than  formerly.  Before  the  last 
war  England  imported  only  twenty 
per  cent  from  the  British  Empire 
countries.  Today  nearly  one-half  of 
her  imports  come  from  the  Empire. 
Today  the  United  States  will  play  the 
role  less  of  first  supplier  and  more  of 
a  final  line  of  defense  for  the  Allies. 
And  even  in  the  last  Great  War  it  re¬ 
quired  eighteen  months  of  ever-iu- 
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creasing  Allied  purchases  in  this  mar¬ 
ket  before  we  had  reached  a  sufficient 
degree  of  full  employment  of  our  re¬ 
sources  and  scarcity  conditions  in  re¬ 
lation  to  demand  to  bring  about  any 
substantial  rise  in  prices. 

To  some  extent  we  have  made  a 
false  start.  At  the  outbreak  of  hos¬ 
tilities  an  excessive  optimism  engen¬ 
dered  by  the  experiences  of  the  last 
war  led  to  heavy  inventory  accumu¬ 
lation  and  price  increases.  There  is 
some  danger  that  we  shall  suffer  a  re¬ 
lapse  from  this  undue  inventory  in¬ 
vestment.  But  so  long  as  the  Euro¬ 
pean  War  continues,  reinforced  by 
our  own  enlarged  armament  program 
and  the  replacement  requirements  of 
our  internal  economy,  a  moderately 
good  level  of  activity  may  probably 
be  expected. 

Whether  we  shall  really  experience 
a  war  boom  is  quite  beyond  the  power 
of  prediction.  We  are  not  yet  clear 
what  manner  of  war  this  will  turn  out 
to  be.  And  the  aftermath  is  equally 
dependent  both  upon  how  the  war  will 
develop  and  upon  the  manner  of  its 
end,  whether  in  a  smashing  victory  by 
one  side  or  the  other  or  in  a  drawm 
truce.  A  really  aggressive,  highly 
mechanized  war  may  of  course  engulf 
the  whole  world  in  a  violent  inflation 
despite  all  the  efforts  that  are  being 
made  to  check  the  advance  in  ])rices. 
Should  the  controls  —  monetary  and 


fiscal  —  prove  effective,  that  itself 
would  play  no  inconsiderable  role  in 
determining  the  character  of  the  post¬ 
war  economic  adjustments.  And  what 
gaps  there  will  be  in  residential  build¬ 
ing  and  other  fixed  capital  goods  areas 
are  equally  w’holly  impossible  of  fore¬ 
cast,  since  this  also  will  be  largely 
determined  by  the  duration  and  char¬ 
acter  of  the  war.  We  can  be  pretty 
sure,  as  always  in  the  past,  that  the 
readjustments  incident  to  the  war  will 
bring  about  for  a  period  a  post-war  in¬ 
vestment  l)oom  in  greater  or  less  de¬ 
gree. 

Past  experience  indicates  that  the 
emergence  of  peace  brings  a  post-war 
crisis  followed  sooner  or  later  by  a 
post-war  investment  spurt.  It  is  w’hen 
this  is  over  that  the  real  post-war 
problems  begin.  The  last  time  we 
were  wholly  unprepared  for  a  devas¬ 
tating  depression.  Had  we  checked 
by  vigorous  positive  measures  the  de¬ 
pression  even  half  way,  there  is  strong 
ground  for  the  belief  that  we  should 
never  have  had  a  successful  Hitler 
movement  in  Germany  and  another 
war.  The  Great  Depression  is  the 
fundamental  cause  of  the  present  war. 
Thus  the  great  challenge  for  the  fu¬ 
ture  is  posed  in  the  question,  Can  the 
great  nations,  once  the  war  is  over, 
individually  or  by  collective  action, 
n)aintain  a  reasonably  high  level  of 
income  and  emplovTuent  ? 
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Charles  Freer  Andrews 
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feUotc  of  Pembroke  College,  Cambridge,  in  1900.  In  191S-19H  he  went  to  South  Africa 
to  help  in  the  Smuta-Gandhi  agreement ;  in  1923  he  tcaa  adviaer  to  the  Indian  delega¬ 
tion  at  the  Kenya  Converaationa  in  London;  and  in  1929  he  tra«  a  eorreapondent  of 
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IN  writing  this  article  on  the  Eco-  too  late,  and  a  whole  harvest  might 
nomic  Philosophy  of  Mahatma  again  be  lost.  There  was  no  chance, 
Gandhi,  it  is  necessary  for  me  to  that  year,  of  being  able  to  use  the 
explain  at  the  outset  that  I  am  not  a  bullocks  to  plough  the  land,  because 
trained  economist  and  can  only  give  they  had  all  been  destroyed  by  the 
his  ideas,  from  the  practical  point  of  tIoo<i  or  else  had  been  sold  in  order  to 
view,  where  I  have  seen  them  in  ac-  save  the  villagers  from  starvation, 
tion,  or  had  personal  talks  with  him  We  were  almost  in  despair.  At 
about  them.  lust  I  was  able  to  bring  up  by  rail 

The  best  way  of  introducing  the  from  Calcutta  what  was  called  a 
subject  will  be  to  tell  a  story.  One  “Disc  Harrow.”  It  ha<l  long,  revolv- 
day  I  happened  to  meet  a  commercial  ing  blades,  which  cut  through  the  soil 
traveller,  who  had  come  over  to  the  to  the  shallow  depth  we  wanted.  One 
East  from  America  in  order  to  sell  such  tractor  could  accomplish  the 
“Ford  Tractors”  for  agricultural  pur-  work  of  fifty  yoke  of  oxen.  So  we 
poses.  We  had  many  interesting  talks  got  to  work  and  in  a  fortnight’s  time 
together;  for  he  had  visited  India  the  whole  area  was  lightly  ploughed, 
many  times  before  and  knew  the  The  rains  that  year  were  plentiful, 
country  thoroughly  well.  After  a  and  there  was  a  good  harvest, 
while,  I  told  him  what  had  happened  At  the  end  of  the  season,  the  land- 
in  North  Bengal  during  the  flood  re-  lords  came  to  us  and  asked  us  to  sell 
lief  of  1921-22,  when  1500  square  them  the  tractor,  but  we  decided  not 
miles  had  been  flooded  so  deep  by  the  to  do  so.  For  in  an  ordinary  season 
monsoon  rains  that  the  rice  harvest  there  would  be  sufficient  scope  for  the 
had  been  utterly  ruined.  Those  of  us  adult  labour  of  many  families  and 
who  w’ere  administering  relief  had  these  would  be  employed  on  the  land, 
been  faced  by  an  alarming  situation;  with  fresh  air,  clean  food,  and  a 
for  the  soil  was  rapidly  drying  up  af-  simple  country  life,  where  they  might 
ter  the  flood,  and,  if  it  once  became  bring  up  their  children  in  a  whole- 
caked  into  a  brick-like  mud,  no  plough-  some  manner.  But  if  tractors  were 
ing  would  be  possible  before  the  next  introduced,  it  would  mean  the  uncm- 
monsoon  rains  set  in.  That  would  be  ployment  of  most  of  these  poor  agri- 
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creasing  Allied  purchases  in  this  mar¬ 
ket  before  we  had  reached  a  sufficient 
degree  of  full  employment  of  our  re¬ 
sources  and  scarcity  conditions  in  re¬ 
lation  to  demand  to  bring  about  any 
substantial  rise  in  prices. 

To  some  extent  we  have  made  a 
false  start.  At  the  outbreak  of  hos¬ 
tilities  an  excessive  optimism  engen¬ 
dered  by  the  experiences  of  the  last 
war  led  to  heavy  inventory  accumu¬ 
lation  and  price  increases.  There  is 
some  danger  that  we  shall  suffer  a  re¬ 
lapse  from  this  undue  inventory  in¬ 
vestment.  But  so  long  as  the  Euro¬ 
pean  War  continues,  reinforced  by 
our  own  enlarged  armament  program 
and  the  replacement  requirements  of 
our  internal  economy,  a  moderately 
good  level  of  activity  may  probably 
be  expected. 

Whether  we  shall  really  experience 
a  war  boom  is  quite  beyond  the  power 
of  prediction.  We  are  not  yet  clear 
what  manner  of  war  this  will  turn  out 
to  be.  And  the  aftermath  is  equally 
dependent  both  upon  how  the  war  will 
develop  and  upon  the  manner  of  its 
end,  whether  in  a  smashing  victory  by 
one  side  or  the  other  or  in  a  drawn 
truce.  A  really  aggressive,  highly 
mechanized  war  may  of  course  engulf 
the  whole  world  in  a  violent  inflation 
despite  all  the  efforts  that  are  being 
made  to  cheek  the  advance  in  prices. 
Should  the  controls  —  monetary  and 


fiscal  —  prove  effective,  that  itself 
would  play  no  inconsiderable  role  in 
determining  the  character  of  the  post¬ 
war  economic  adjustments.  And  what 
gaps  there  will  be  in  residential  build¬ 
ing  and  other  fixed  capital  goods  areas 
are  equally  wholly  impossible  of  fore¬ 
cast,  since  this  also  will  be  largely 
determined  by  the  duration  and  cha^ 
aeter  of  the  war.  We  can  be  pretty 
sure,  as  always  in  the  past,  that  the 
readjustments  incident  to  the  war  will 
bring  about  for  a  period  a  post-war  in¬ 
vestment  boom  in  greater  or  less  de¬ 
gree. 

Past  experience  indicates  that  the 
emergence  of  peace  brings  a  post-war 
crisis  followed  sooner  or  later  by  a 
post-war  investment  spurt.  It  is  when 
this  is  over  that  the  real  post-war 
})rol)lem8  begin.  The  last  time  we 
were  wholly  unprepared  for  a  devas¬ 
tating  depression.  Had  we  checked 
by  vigorous  positive  measures  the  de¬ 
pression  even  half  way,  there  is  strong 
ground  for  the  belief  that  we  should 
never  have  had  a  successful  Hitler 
movement  in  Germany  and  another 
war.  The  Great  Depression  is  the 
fundamental  cause  of  the  present  war. 
Thus  the  great  challenge  for  the  fu¬ 
ture  is  posed  in  the  question.  Can  the 
great  nations,  once  the  war  is  over, 
individually  or  by  collective  action, 
maintain  a  reasonably  high  level  of 
income  and  emplo\Tiient  ? 
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IN  writing  this  article  on  the  Eco¬ 
nomic  Philosophy  of  Mahatma 
Gandhi,  it  is  necessary  for  me  to 
explain  at  the  outset  that  I  am  not  a 
trained  economist  and  can  only  give 
his  ideas,  from  the  practical  point  of 
view,  where  I  have  seen  them  in  ac¬ 
tion,  or  had  personal  talks  with  him 
about  them. 

The  best  way  of  introducing  the 
subject  will  be  to  tell  a  story.  One 
day  I  happened  to  meet  a  commercial 
traveller,  who  had  come  over  to  the 
East  from  America  in  order  to  sell 
“Ford  Tractors”  for  agricultural  pur¬ 
poses.  We  had  many  interesting  talks 
together;  for  he  had  visited  India 
many  times  before  and  knew  the 
country  thoroughly  well.  After  a 
while,  I  told  him  what  had  happened 
in  North  Bengal  during  the  flood  re¬ 
lief  of  1921-22,  when  1500  square 
miles  had  been  flooded  so  deep  by  the 
monsoon  rains  that  the  rice  harvest 
had  been  utterly  ruined.  Those  of  us 
who  were  administering  relief  had 
been  faced  by  an  alarming  situation; 
for  the  soil  was  rapidly  drying  up  af¬ 
ter  the  flood,  and,  if  it  once  became 
caked  into  a  brick-like  mud,  no  plough¬ 
ing  would  be  possible  before  the  next 
monsoon  rains  set  in.  That  would  be 

391 


too  late,  and  a  whole  harvest  might 
again  be  lost.  There  was  no  chance, 
that  year,  of  being  able  to  use  the 
bullocks  to  plough  the  land,  because 
they  had  all  been  destroyed  by  the 
flood  or  else  had  been  sold  in  order  to 
save  the  villagers  from  starvation. 

We  were  almost  in  despair.  At 
lust  I  was  able  to  bring  up  by  rail 
from  Calcutta  what  was  called  a 
“Disc  Harrow.”  It  had  long,  revolv¬ 
ing  blades,  which  cut  through  the  soil 
to  the  shallow  depth  we  wanted.  One 
such  tractor  could  accomplish  the 
work  of  fifty  yoke  of  oxen.  So  we 
got  to  work  and  in  a  fortnights  time 
tlie  whole  area  was  lightly  ploughed. 
The  rains  that  year  were  plentiful, 
and  there  was  a  good  harvest. 

At  the  end  of  the  season,  the  land¬ 
lords  came  to  us  and  asked  us  to  sell 
them  the  tractor,  but  we  decided  not 
to  do  so.  For  in  an  ordinary  season 
there  would  be  sufficient  scope  for  the 
adult  labour  of  many  families  and 
these  would  be  employed  on  the  land, 
with  fresh  air,  clean  food,  and  a 
simple  country  life,  where  they  might 
bring  up  their  children  in  a  whole¬ 
some  manner.  But  if  tractors  were 
introduced,  it  would  mean  the  unem¬ 
ployment  of  most  of  these  poor  agri- 
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culturists  and  the  introduction  of  a 
very  gmall  number  of  skilled  mechan¬ 
ics.  The  villagers  would  either  be 
left  unemployed  on  the  land,  or  else 
drift  down  into  the  slums  of  Calcutta 
where  they  would  swell  the  ranks  of 
the  unemployed.  Could  we,  of  our 
own  accord,  face  the  forcible  eviction 
of  the  greater  part  of  these  villagers 
by  thus  substituting  machine  labour 
for  hand  labour?  Was  this  “mechan¬ 
izing”  of  agriculture  of  any  real  value 
to  India  in  those  areas  where  the 
])opulation  on  the  land  was  so  dense  ? 

I  asked  the  commercial  traveller 
this  question  and  he  gave  me  an 
answer  which  greatly  interested  me 
as  a  humanitarian.  He  told  me  that 
there  were  two  areas  in  the  world, 
where  he  would  not  have  the  heart  to 
sell  a  tractor.  “The  one,”  he  said,  “is 
the  Yang  Tze  Kiang  Valley  in  China, 
and  the  other  is  the  Ganges  Valiev  in 
India.” 

He  went  on  to  explain  that  there 
were  certain  parts  of  the  world  which 
needed  tractors,  if  they  were  to  be  cul¬ 
tivated  at  all.  Among  tlu'se  he  point¬ 
ed  to  Soviet  Russia  and  Siberia.  Rut 
when  it  came  to  agricultural  India, 
he  had  himself,  as  a  practical  man, 
felt  the  extreme  difficulty  of  introduc¬ 
ing  mechanical  ploughing  and  harvest¬ 
ing  where  the  jmpulation  was  over 
one  thousand  to  the  square  mile.  He 
deeply  interested  me  by  showing  me 
that  he  had  studied  Mahatma  Gand¬ 
hi’s  programme.  It  struck  me  at  once 
as  a  unique  thing  in  my  own  experi¬ 
ence  to  find  an  American  commercial 
traveller  advocating  the  very  pro¬ 
gramme  which  ^lahatma  Gandhi  has 
put  forward  for  the  salvation  of  agri¬ 
cultural  India. 

I>et  me  tell  one  more  story  about 
what  I  found  out  only  yesterday  with 


regard  to  a  village  close  to  where  I 
am  writing.  Quite  recently  there  has 
been  an  increase  in  mill  manufacture 
at  Coimbatore  and  other  places  in 
South  India.  This  has  reduced  the 
weavers,  who  were  flourishing  in  the 
villages  near  to  Tirupattur,  almost  to 
the  verge  of  starvation.  They  had 
a  long-established  hand-loom  industry 
among  these  villages  only  a  very  short 
time  ago.  Now  mill  cloth  has  become 
so  cheap  that  their  hand-woven  cloth, 
which  used  to  have  a  good  market, 
could  hardly  be  sold  at  all.  I  have 
had  a  great  deal  to  do  with  this  mill 
labour  in  India,  as  I  have  been  Presi¬ 
dent  of  the  All-India  Trades  Union 
Congress,  and  also  on  its  Executive 
(’ommittee.  In  addition,  I  have  l)een 
called  in  by  mill  owners  and  mill  la- 
l)ourers  alike,  in  order  to  settle 
strikes;  so  that  my  own  experience  of 
the  cotton  industry  in  India  has  been 
at  first  hand. 

Let  me  give  a  very  brief  sketch  of 
the  conditions  which  prevailed  before 
the  International  Labour  Office  at 
Geneva  took  up  the  subject  of  long 
hours  of  lal)our  in  the  East.  Even 
in  the  hottest  weather  in  ^ladras,  the 
lal>ourers  used  to  work  at  the  looms 
for  llVi>  hi  12  hours  a  day,  beginning 
at  fi.OO  a.  m.  and  leaving  off  between 
0.00  p.  m.  and  0.30  p.  m.,  with  only 
half  an  hour’s  interval  at  noon,  in 
which  to  get  their  food.  Many  of 
them  had  an  hour’s  walk  before  they 
reached  home  in  the  evening.  The 
work  was  “speeded  up”  in  all  sorts  of 
ways,  and  the  living  conditions  round 
the  mills  were  indescribably  bad.  For 
a  time,  I  lived  in  the  mill  area  in  or¬ 
der  to  study  these  questions.  Since 
my  ordinary  work  takes  me  among 
the  villages,  I  had  the  opportunity  of 
making  a  comparison.  The  vast 
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moral  evils  in  the  slum  quarters  round 
the  mills,  and  the  sordid  life  which 
the  mill  labourers  lived,  made  me  wish 
that  they  had  never  left  their  villages. 

It  is  quite  true  that  since  those  days 
much  has  been  done  to  improve  condi¬ 
tions  ;  but  most  of  the  evils,  which  de¬ 
grade  human  life,  still  continue,  and 
I  have  no  wish  to  see  industrialism, 
on  this  side  at  least,  extended  much 
further  in  India.  Heavy  industries 
may  be  needed  close  to  the  coal  and 
iron  centers.  But  the  manufacture 
of  lighter  goods  should  be  kept  as  near 
the  villages  as  possible.  That  is  ^fa- 
hatma  Gandhi’s  theory,  and  in  an  ag¬ 
ricultural  country  like  India  I  would 
heartily  support  it. 

Here,  then,  in  the  form  of  two  re¬ 
cent  incidents,  taken  from  my  own 
experience,  are  typical  difficulties 
which  Mahatma  Gandhi  has  to  meet 
in  framing  his  economic  philosophy 
for  the  whole  of  India.  No  one  knows 
so  well  as  he  does  the  inner  life  of 
the  countless  villages  which  all  have 
a  common  background,  and  his  theory 
is  based  on  this  intimate  knowledge. 
He  is  never  abstract ;  for  he  has  essen¬ 
tially  a  practical  and  scientific  mind 
and  all  his  experiments  are  worked 
out  in  the  lalwratory  of  his  own  im¬ 
mediate  surroundings.  Only  after 
long  and  painful  research  does  he 
construct  his  theory.  But  when  it  is 
once  framed,  he  pursues  it,  at  what¬ 
ever  cost,  and  gives  to  it  his  indomi¬ 
table  spirit. 

This  village  life  of  India,  he  points 
out,  has  a  very  closely  knit  economy 
of  its  own,  which  has  gone  on  for  thou¬ 
sands  of  years  with  many  changes  at 
the  surface,  but  not  at  the  centre;  for 
it  has  remained,  at  the  centre,  simple, 
abstemious,  self-contained ;  having  few 
wants;  and  for  the  most  part  supply¬ 


ing  these  wants  by  means  of  its  own 
handicrafts.  What,  however,  has  been 
happening  during  the  last  century  un¬ 
der  British  rule,  has  been  a  gradual 
shifting  of  the  centre.  The  village 
handicrafts  have  been  destroyed  by 
the  invasion  of  cheap  goods  from 
abroad,  which  have  been  manufac¬ 
tured  in  mills  by  mass  production. 

He  goes  on  to  describe  the  effect  of 
this  process  in  his  own  vivid  manner. 
Formerly,  he  says,  the  village  life  of 
India  had  two  lungs,  —  agriculture 
and  handicraft.  Therefore  it  breathed 
freely.  But  the  penetration  of  cheap 
manufactures,  especially  cotton  goods, 
has  destroyed  one  of  the  two  lungs 
and  the  villager  now  can  hardly 
breathe. 

This  would  not  have  happened,  if 
the  result  could  have  been  seen  be¬ 
forehand.  For  cotton  grows  in  plenty 
all  over  India;  there  are  many  idle 
months  in  the  year  wherein  to  spin 
and  weave;  and  the  process  is  very 
simple.  Before  the  advent  of  cheap 
cotton  goods  from  abroad,  the  village 
was  active  all  the  year  round.  In  the 
dry  season,  when  the  ground  was  too 
hard  to  plough,  the  villagers  spun  and 
M’ove  by  hand  their  own  garments. 
They  thus  saved  their  small  earnings 
from  the  land.  The  light  hand-work 
of  spinning  and  weaving  occupied  ev¬ 
ery  member  of  the  family,  and  the 
present  unemployment  during  the 
“idle”  half  of  the  year  was  quite  un¬ 
known.  The  religious  culture,  with 
its  song,  drama  and  festival,  kept  the 
village  life  sweet  and  wholesome.  The 
evils  of  the  crowded  cities  had  not  yet 
l)een  introduced.  Above  all,  intoxi¬ 
cants,  such  as  alcohol  and  opium, 
w’ere  practically  unknown,  and  the 
diseases  of  the  city  were  also  absent. 

Thus,  from  the  moral  standpoint. 
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as  well  as  the  economic,  this  earlier 
economy  was  superior  to  the  modern. 
India  was  naturally  an  agricultural 
country.  The  larger  industries,  need¬ 
ing  immense  quantities  of  coal  and 
oil  and  iron,  are  almost  ruled  out  by 
Nature,  because  the  mineral  supplies 
of  India  are  very  limited.  On  the 
oilier  hand,  sunshine  and  rain  and  a 
deep  alluvial  soil  are  present  in  larger 
quantities  than  elsewhere. 

To  repeat  his  main  thesis  in  an¬ 
other  form,  Mahatma  Gandhi  declares 
that  the  invasion  of  the  factory  sys¬ 
tem  with  its  centralized  industries  has 
tended  to  impoverish  the  villages  and 
also  to  introduce  the  town  vices. 
The  villagers  have  found  themselves 
stranded  and  workless  during  the 
slack  seasons  of  the  year,  and  have 
lost  their  skill  in  the  village  handi¬ 
crafts  which  used  to  keep  them  busily 
employed.  This  degeneracy  has  grad¬ 
ually  spread  all  over  India  and  the 
disease  has  to  be  arrested.  The  “lung” 
of  village  handicrafts  must  be  cured 
in  order  to  restore  health. 

This,  then,  has  been  the  almost  su¬ 
perhuman  task  which  he  has  set  him¬ 
self  to  accomplish.  Nothing  but  his 
indomitable  spirit  and  his  faith  in 
God  could  sustain  him  in  such  an  up¬ 
hill  sfT’uggle  to  revive  the  village  in¬ 
dustries.  This  economic  background 
really  accounts  also  for  his  political 
programme.  It  is  bound  up  wdth  his 
stress  on  “Prohibition”;  with  his  de¬ 
termination  to  abolish  “Untouchabil- 
ity”;  and  wuth  his  effort  to  find  a 
new  basis  for  “Hindu  ^luslim  Uni¬ 
ty.”  For  he  believes  that  the  handi¬ 
crafts  of  the  village,  carried  on  with¬ 
out  reference  to  caste  or  creed,  are  the 
best  means  of  uniting  the  villagers 
and  eliminating  some  of  the  main 
causea  of  religious  and  social  conflict. 


At  the  same  time  they  will  bring  back  i 

health  and  better  nourishment.  Thus  • 

the  moral  and  economic  sides  of  the  1 

Khaddar  (homespun)  programme  are  j 

one, — just  as  the  two  sides  of  a  coin  I 

make  up  one  piece  of  money.  Since  | 

the  provision  of  clothing  forms  nearly 
one-half  of  the  simple  economy  of  the  i 
Indian  villages,  the  stress  which  he  i 
lays  on  this  Kliaddar  programme  is  j 
not  misplaced.  i 

Mahatma  Gandhi  sums  up  the  ec«v  j 
nomic  benefits  of  hand  spinning  and  ! 
weaving  in  the  villages  of  India  as  j 
follows : — 

1.  It  is  immediately  practicable 
l)ccause 

(a)  It  does  not  require  any  capital 

or  costly  implements  to  put  in  opera¬ 
tion.  Both  the  raw  material  and  the 
implements  for  w'orking  it  can  be  i 

cheaply  and  lot'ally  obtained.  : 

(b)  It  does  not  require  any  higher 
degree  of  skill  or  intelligence  than  the 
ignorant  and  poverty-stricken  masses 
of  India  possess. 

(c)  It  requires  so  little  physical 

exertion  that  even  little  children  and  j 

old  men  can  practice  it  and  so  con¬ 
tribute  their  mite  to  the  family  fund. 

(d)  It  does  not  require  the  ground 
to  be  prepared  for  its  introduction 
afresh,  because  the  spinning  -tradition 
is  still  alive  among  the  people. 

2.  It  is  universal  and  permanent, 
since,  next  to  food,  yarn  alone  can  be 
sure  of  always  commanding  an  unlim¬ 
ited  and  ready  market  at  the  very 
doorsteps  of  the  w’orker,  and  thus  en¬ 
sures  a  steady,  regular  income  to  the 
impoverished  agriculturist. 

3.  It  is  independent  of  monsoon 
conditions  and  so  can  be  carried  on 
even  during  famine  times. 

4.  It  is  not  opposed  to  the  relig- 
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ious  or  social  susceptibilities  of  the 
people. 

5.  It  provides  a  most  perfect 
ready  means  of  fighting  famine. 

6.  It  carries  work  to  the  very  cot¬ 
tage  of  the  peasant,  and  thus  prevents 
the  disintegration  of  the  family  under 
economic  distress. 

7.  It  alone  can  restore  some  of  the 
benefits  of  the  village  communities  of 
India  now  well-nigh  ruined. 

8.  It  is  the  backbone  as  much  of 
the  hand-weaver  as  of  the  agricultur¬ 
ist,  since  it  alone  can  provide  a  perma¬ 
nent  and  stable  basis  for  the  hand- 
loom  industry,  which  at  present  is 
supporting  from  eight  to  ten  million 
people  and  supplies  about  one-third  of 
the  clothing  requirements  of  India, 
but  uses  chiefly  mill-made  yarn. 

0.  Its  revival  w’ould  give  a  fillip 
to  a  host  of  cognate  and  allied  village 
occupations,  and  thus  rescue  the  vil¬ 
lages  from  the  state  of  decay  into 
which  they  have  fallen. 

10.  It  alone  can  ensure  the  equit¬ 
able  distribution  of  wealth  among  the 
millions  of  the  inhabitants  of  India. 

11.  It  alone  effectively  solves  the 
problem  of  unemployment,  not  only 
the  partial  unemployment  of  the  agri¬ 
culturist  but  of  the  educated  youth 
aimlessly  wandering  in  search  of  oc¬ 
cupation.  The  very  magnitude  of  the 
task  requires  the  marshalling  of  all 
the  intellectual  forces  of  the  country 
to  guide  and  direct  the  movement. 


In  conclusion,  there  is  one  further 
economic  theory  of  Mahatma  Gandhi, 
called  Swadeshi,  where  I  cannot  fol¬ 
low  him  so  closely.  He  holds,  as  a  re¬ 
ligious  doctrine,  what  he  calls  the 
“economic  principle  of  Swadeshi.” 
By  this  word  he  implies  the  constant 
preference  for  the  goods  of  one's  own 
country.  He  would  state  the  econom¬ 
ics  of  Swadeshi  as  “the  exclusive  use 
of  goods  made  in  one’s  own  country,” 
and  would  carry  this  out  as  far  as  pos¬ 
sible  in  practice.  In  the  West,  this 
would  be  called  “economic  national¬ 
ism,”  or  “autarchy,”  and  we  are  likely 
to  regard  it  as  a  narrow  doctrine;  but 
he  would  repudiate  any  narrowness  of 
spirit  and  would  regard  it  rather  as 
a  law  of  nature,  which  man  in  his  im¬ 
piety  contravenes  to  his  own  harm. 
“If,”  he  would  say,  “we  were  content 
with  those  things  that  could  be  pro¬ 
duced  in  our  own  neighlx)urhood,  in¬ 
stead  of  compassing  sea  and  land  to 
get  goods  from  other  countries,  human 
life  would  lose  one  of  the  greatest  in¬ 
centives  to  war  and  become  stable  in 
its  social  character.” 

Such  a  general  economic  principle 
would,  of  course,  meet  with  many  ex¬ 
ceptions,  and  it  would  be  unfair  to 
tie  Mahatma  Gandhi  down  to  its  ex¬ 
treme,  rigorous  observance.  Yet,  as 
a  working  rule  of  life,  he  lays  great 
emphasis  upon  it;  and  it  guides  not 
only  his  economic,  but  also  his  moral 
actions. 
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The  demand  for  narrowly  prac¬ 
tical  training  for  business  and 
banking  on  the  part  of  students 
and  their  parents  has  created  a  very 
grave  problem  for  our  institutions  of 
learning.  Contemptuous  of  theory, 
contemptuous  of  general  culture,  a 
too  great  proportion  of  students  (hap¬ 
pily  not  nearly  all)  apply  a  “cash 
value”  test  to  the  instruction  offered 
them.  They  demand  of  the  professor 
of  psychology,  for  example,  devices 
for  advertising.  They  attach  slight 
importance  to  history,  science,  litera¬ 
ture  and  fine  arts,  and,  to  the  extent 
that  the  institution  permits,  they 
crowd  into  the  courses  in  economics, 
where  the  chief  difficulties  arise. 

Of  the  economist  they  demand,  not 
the  principles  and  the  historical  per¬ 
spective  which  are  the  most  useful 
things  which  he  can  give  the  prospec¬ 
tive  business  man  and  banker,  but 
rather  a  mass  of  factual  details  relat¬ 
ing  to  business  and  banking. 

The  universities  even  before  the 
War  were  facing  a  demand  for  practi- 
tical  courses  in  business  economics, 
and  making  important  concessions  to 
it.  The  smaller  institutions  generally 
were  little  affected  by  it.  It  was  im¬ 
mediately  following  the  War  that  the 
heavy  pressure  began.  This  was  part¬ 


ly  a  concomitant  of  an  immense  in¬ 
crease  in  the  number  of  university 
and  college  students — the  new  recruits 
including  an  increased  percentage  of 
those  who  come  to  college,  not  because 
of  love  for  learning,  but  because  of 
the  social  and  financial  advantages 
which  college  is  supposed  to  confer. 
As  the  great  boom  of  1924-29  devel¬ 
oped,  the  attitude  of  the  student  was, 
of  course,  colored  by  the  “get-rich- 
quick”  spirit  of  the  times,  and  the 
technique  of  bond  salesmanship  seemed 
vastly  more  important  than  the  theory 
of  value.  It  is  a  chastened  and  bewil¬ 
dered  body  of  college  students  that  the 
ensuing  years  of  economic  trouble  has 
created.  Its  attention  has  shifted 
from  bond  salesmanship  to  W.  P.  A. 
administration.  But  it  still  demands 
of  the  college,  and  above  all,  of  the 
department  of  economics,  immediately 
“practical”  things. 

This  demand  for  “practicality”  is 
self-defeating.  From  the  standpoint 
of  a  truly  practical  training  for  busi¬ 
ness  and  banking  careers,  the  students 
are  asking  the  wrong  things  of  the 
colleges. 

If  the  institutions  of  learning  will 
send  to  the  business  and  banking 
world  men  wdth  good  general  educa¬ 
tion,  with  eager  and  inquiring  minds. 


*  This  article  has  been  condensed  from  an  address  delivered  at  the  Annual  Alumni  Dinner 
of  the  School  of  Business,  Columbia  University.  The  full  text  of  the  address  appears  in  the 
“Chase  Economic  Bulletin,”  issued  by  the  Chase  National  Bank  of  the  City  of  New  York.  May 
1,  19S4. 
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and  with  an  understanding  of  the 
principles  of  business  and  banking, 
the  business  and  banking  community 
will  quickly  teach  them  the  particular 
jobs  assigned  to  them. 

Theory  and  Practice 

Detailed  methods  of  banking  and 
business  shift  frequently.  New  de¬ 
vices  and  new  methods  which  make 
for  greater  economy  and  efficiency  are 
constantly  being  devised.  A  book  de¬ 
scribing  in  detail  the  routine  of  a 
great  city  bank  ten  years  ago  might 
easily  be  very  misleading  today,  but 
H  good  book  on  banking  principles 
written  si.xty  years  of  even  a  hundred 
and  sixty  years'  ago  may  easily  be 
immensely  illuminating  today. 

I  do  not  mean  to  question  the  need 
for  accurate  detailed  knowledge  of 
the  job  w’hich  one  is  doing.  The 
banker  or  business  man  must  know 
the  facts  with  which  he  works  and 
must  know  them  with  accuracy  and 
precision.  But  there  are  two  ways  of 
knowing  facts:  one  may  know  them 
by  sheer  brute  force  of  memory  with 
tremendous  exertion,  or  one  may 
know  them  easily  and  adequately  by 
seeing  them  hang  together  as  the  il¬ 
lustrations  of  a  body  of  principles. 
The  man  who  knows  principles  gath¬ 
ers  facts  easily  because  facts  have 
meaning  for  him.  lie  chooses  the 
facts  w’hich  are  significant  and  he  re¬ 
frains  from  burdening  his  memory 
with  facta  which  have  no  meaning  and 
are  of  no  u.se.  In  the  light  of  principle 
it  is  usually  easy  to  decide  which  facts 
are  worth  while  and  which  are  not. 

Principles  are  labor-saving  devices. 
The  busy  banker  or  business  man  is 
the  last  man  on  earth  who  can  afford 
to  dispense  with  them.  The  most 


practical  thing  in  the  equipment  of  a 
business  man  or  banker  is  a  firm  grasp 
of  principles,  carefully  tested  in  appli¬ 
cation  to  facts. 

We  frequently  hear  the  proposition 
that  something  is  all  right  in  theory, 
but  that  it  will  not  work  in  practice. 
This  involves  a  fallacy  in  the  very 
statement.  If  anything  is  right  in 
theory,  it  will  work  out  in  practice. 
If  it  will  not  work  out  in  practice, 
the  theory  is  wrong.  The  theory  is 
badly  reasoned,  or  is  incomplete,  or  is 
based  upon  an  insufficient  amount  of 
information.  The  theory  is  to  be  dis¬ 
carded  or  revised.  If  a  theory  is  spun 
out  of  thin  air  and  has  no  facts  be¬ 
hind  it,  it  is  at  fault  both  as  theoiy- 
and  as  the  basis  of  practice. 

Fruitful  theory  often  begins  in 
highly  abstract  form.  The  explana¬ 
tion  of  economic  phenomena,  for  ex¬ 
ample,  does  not  start  with  the  accumu¬ 
lation  of  an  immense  body  of  facts  re¬ 
garding  marketa  and  business  estab¬ 
lishments.  These  facts  are  too  nu¬ 
merous  and  too  bewildering  in  their 
complexity  for  good  theory  to  be 
drawn  from  them  directly.  Economic 
theory  starts  with  certain  assumptions: 

(1)  certain  laws  of  human  nature, 

(2)  certain  data  regarding  the  legal 
and  social  framework  within  which 
business  takes  place,  and  (3)  certain 
laws  of  physical  geography  and  tech¬ 
nology.  Given  these,  the  economic 
theorist  reaches  conclusions  as  to  how 
men  will  behave  in  their  business  re¬ 
lations,  how  prices  will  be  worked  out, 
how  wages  will  be  determined,  how 
the  industrial  resources  will  be  appor¬ 
tioned,  and  the  like.  When  economic 
theory  stops  with  this,  it  very  often 
is  defective  and  inadequate,  but  the 
science  of  economics  docs  not  stop 


1  The  discussion  of  banking  In  Adam  Smith’s  "Wealth  of  Nations”  (177*)  Is  still  very  valu* 
able.  Basehot's  *‘I>ombard  Street”  0873)  Is  still  of  first  rate  importance  to  students  of  bankinK. 
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here.  The  science  of  economics  goes 
further  and  tests  its  theory  by  actual 
reference  to  the  facts.  If  it  finds  the 
facts  behaving  in  ways  not  contem¬ 
plated  by  the  theory,  it  revises  the 
theory.  Good  economic  theory  is  the 
product  of  a  long  interplay  between 
abstract  thinking  and  practice.  Good 
theory  has  been  checked  in  practice, 
has  been  checked  against  facts,  has 
l)een  revised  again  and  again  in  the 
light  of  practice  and  facts,  and  finally 
becomes  an  expression  of  a  great  mul¬ 
titude  of  facts.  Such  theory  is  one 
of  the  most  practically  useful  things 
that  a  man  can  have  because  it  is  a 
shorthand  which  saves  an  immense 
amount  of  w’ork.  It  embraces  a  mul¬ 
titude  of  facts.  If  you  have  the  the¬ 
ory,  you  have  the  facts. 

Abstract  theory,  unrelated  to  facts 
in  practice,  is  of  very  little  use  in 
business  and  banking,  ^fere  routine 
knowledge  of  the  mechanics  of  prac¬ 
tice  may  often  make  an  acceptable 
clerk  in  a  business  or  banking  house, 
thoiigh  not  a  very  good  one,  and  cer¬ 
tainly  not  one  who  can  expect  much 
promotion.  Theory  without  facts  is 
empty.  Facts  without  theory  are 
blind. 

Narrow  Practicality  and  Morale 

It  is  a  comparatively  new  thing  in 
the  college  w’orld  to  find  great  num¬ 
bers  of  students  judging  each  particu¬ 
lar  course  and  every  part  of  the  course 
by  its  “cash  value,”  demanding  of 
every  course  they  take  that  it  shall 
give  them  something  which  bears  spe¬ 
cifically  upon  the  size  of  the  pay  en¬ 
velope  w’hen  they  get  into  business.  A 
more  familiar  thing  two  decades  ago 
w’as  that  the  student  in  the  second 
half  of  his  senior  year  should  wake 
up  uncomfortably  to  the  fact  that  the 


making  of  a  living  was  before  him. 

It  is  essential  that  the  institutions 
of  learning  themselves  should  have  in 
mind  the  fact  that  the  student  must 
make  a  living  and  that  his  college 
work  should  very  definitely  help  equip 
him  for  that  end.  And  the  student 
himself  should  not  forget  it.  But  it 
.seems  to  me  a  very  unwholesome  thing 
that  the  cash  value  spirit  should  mani¬ 
fest  itself  in  the  mind  of  the  fresh¬ 
man  or  the  sophomore,  and  that  he 
should  appraise  the  rich  field  of  hu¬ 
man  culture,  which  the  institution  of 
learning  offers  him,  in  terms  of  its 
cash  value.  Youth  at  least  should  be 
a  time  for  generous  enthusiams,  for 
the  play  of  the  mind,  and  for  interest 
in  great  causes,  and  I  venture  to  sug¬ 
gest  to  the  college  student  and  to  his 
parents  that,  from  the  standpoint  even 
of  the  Imy’s  success  in  business  and 
banking,  this  cash  value  attitude 
tow’ard  education  is  not  a  useful  thing. 

Even  when  the  Iwy  has  left  college 
and  is  on  the  job,  such  an  attitude  is 
definitely  short-sighted  and  self-de¬ 
feating.  The  man  who  really  gets 
ahead  in  a  bank  is  the  man  wdio  is 
working  for  the  bank  rather  than 
working  for  himself,  intere.sted  in  his 
job,  happy  in  his  work,  interested  in 
its  problem.s.  Business  and  banking 
demand  loyalty  and  teamwork.  Suc¬ 
cess  depends  upon  the  loyal  coiipc'ra- 
tion  of  other  people,  and  a  selfish  atti¬ 
tude  does  not  beget  the  confidence  and 
loyalty  of  other  people. 

The  Curriculum  for  Business 
Training 

I  Wieve  that  there  are  a  large  num¬ 
ber  of  courses  w’hich  have  very  defi¬ 
nite  l)earing  on  the  preparation  for  a 
business  career  which  have  just  as 
much  cultural  value  as  any  that  the 
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college  curriculum  affords,  and  I  be¬ 
lieve  that  in  general  such  specific  busi¬ 
ness  courses  as  lack  cultural  value  are 
too  narrow  and  factual  to  belong  even 
in  a  business  course. 

The  four  years  spent  in  college  or 
university  ought  to  give  the  student 
a  mastery  of  the  English  language, 
the  art  of  speaking  and  writing  Eng¬ 
lish  effectively,  and  I  say  this  from 
the  standpoint  of  the  practical  needs 
of  the  business  man.  The  ability  to 
write  a  good  letter,  courteous  in  tone, 
with  a  nice  adaptation  of  words  to 
ideas,  with  a  sure  sense  of  the  effect 
of  the  letter  upon  its  recipient,  con¬ 
veying  precisely  the  information  it 
means  to  convey,  wasting  no  words, 
correct  grammatically  and  rhetorical¬ 
ly —  this  ability  is  no  less  important 
as  a  business  asset  than  as  an  element 
in  general  culture.  The  ability  to 
write  clean-cut  and  clear  reports  and 
memoranda  is  similarly  a  great  asset. 
The  ability  to  apeak  w-ell  in  informal 
conversation,  in  the  semi-formal  busi¬ 
ness  conference,  or  standing  on  one’s 
feet  at  a  dinner  or  luncheon,  or  in 
public  address,  is  a  first-rate  business 
asset. 

The  habit  of  scientific  thoroughness 
and  conscientiousness  in  seeking  all 
the  relevant  facts  that  ought  to  go  in¬ 
to  a  report  is  clearly  of  first-rate  im¬ 
portance.  A  cleverly  phrased  busi¬ 
ness  report,  w’hich  glosses  over  the 
careless  investigation  that  has  pre¬ 
ceded  it,  does  not  beget  continued  con¬ 
fidence.  The  grasp  of  principles  which 
enables  a  man  to  know  what  facts  are 
relevant  in  the  study  of  a  business 
problem  and  which  enables  him  to  set 
these  forth  in  his  report  in  their 
proper  perspective  is  tremendously 
important.  Real  grasp  of  a  foreign 
language  is  often  —  not  in  all  situa¬ 


tions  —  a  definite  business  asset  in  it¬ 
self,  and  it  is  always  a  definite  asset 
as  making  for  a  better  command  of 
the  English  language.  The  four  years 
spent  in  undergraduate  work  should 
give  the  student  mastery  of  English 
and  a  foreign  language,  and  (with  se¬ 
lection  adapted  to  his  particular  bent 
of  mind)  that  general  culture  which 
comes  from  physical  or  biological  sci¬ 
ence,  from  history,  from  mathematics, 
from  philosophy,  from  politics. 

The  courses  suggested  for  a  major 
in  economics  and  business  are  as  fol¬ 
lows  : 

1.  General  Economics. 

2.  Geography.  This  course  is 
taught  in  a  philosophic  spirit.  It 
rests  first  on  facts  and  principles 
drawn  from  the  physical  sciences,  and 
it  looks  forward  to  the  economic  and 
social  significance  of  geographical 
facts.  It  studies  the  inter-relation  of 
geographical  factors  with  social  fac¬ 
tors.  It  is  a  course  shot  through  with 
principle  and  theory  and  interpreta¬ 
tion,  and  students  find  it  exceedingly 
interesting.  The  course  in  geography 
can,  on  the  other  hand,  be  so  taught 
as  to  be  a  mere  mass  of  detail,  bur¬ 
densome  to  the  memory  of  students, 
uninteresting  and  uninspiring. 

These  first  two  courses  should  be 
taken  if  possible  in  the  freshman  and 
sophomore  years. 

3.  Business  Law. 

4.  Banking. 

5.  Corporation  Finance. 

6.  Statistics. 

7.  Accounting. 

8.  An  advanced  course  in  General 
Economics. 

0.  Certain  more  specialized  courses 
in  particular  phases  of  business  activ¬ 
ity,  chosen  by  the  student  in  consulta- 
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tion  with  the  head  of  the  department, 
with  reference  (a)  to  the  student’s 
plans  regarding  his  business  career, 
and  (b)  to  their  general  cultural  val¬ 
ue.  All  of  these  specialized  courses 
should  come  in  the  senior  year. 

All  the  courses  listed  above  have 
definite  cultural  value.  The  courses 
in  statistics  and  accounting  can  be  so 
taught  as  to  be  very  dull  and  are,  in 
any  case,  primarily  tools,  but  each, 
properly  taught,  involves  an  illumi¬ 
nating  body  of  theory,  and  each  can 
be  linked  up,  and  should  be  linked  up, 
with  the  courses  in  general  economics. 

Very  special  emphasis  should  be 
laid  on  the  course  in  accounting  for 
the  student  who  expects  to  get  into  the 
financial  work  of  corporations,  and, 
above  all,  for  the  student  who  exj)ects 
to  engage  in  credit  work  in  a  bank. 
It  is  not  enough  that  the  student 
should  know  how  to  interpret  ac¬ 
counts.  It  is  highly  important  that 
he  should  know  how  to  make  them, 
that  is  to  say,  that  he  should  know 
how  to  assemble  from  the  records  of 
particular  transactions  the  aggregates 
which  go  into  the  summaries,  so  that 
he  may  be  able  to  know  whether  or  not 
these  aggregates  have  been  properly 
made.  Whether  or  not  accounting  in 
this  concrete  sense  can  be  adequately 
taught  in  an  academic  institution,  I 
do  not  know.  I  find  good  opinion  in 
the  banking  world  to  the  effect  that 
actual  experience  on  a  business  job  in 
making  accounts  is  indispensable. 

I  believe  that  a  curriculum  of  this 
kind,  philosophically  conceived,  and 
taught  throughout  in  the  light  of  prin¬ 
ciple  and  with  the  background  of  his¬ 
tory,  constitutes  a  far  better  business 
education  than  a  four-year  course 
crammed  full  of  concrete  facts  regard¬ 


ing  particular  business  operations  and 
the  details  of  business  practice,  from 
the  standp)oint,  not  alone  of  making 
the  student  a  better  man  and  a  better 
citizen,  but  also  of  practical  training 
for  a  business  career. 

But  I  believe  that  this  curriculum 
could  be  improved  if  the  range  of  oph 
tional  courses  from  which  the  student 
makes  selection  in  consultation  with 
the  head  of  the  department  were 
broadened,  so  that  the  student  might 
substitute  (and  be  required  to  substi¬ 
tute)  for  two  of  the  spjecialized  ad¬ 
vanced  courses  in  business  practice, 
courses  in  philosophy,  or  p)olitic8,  or 
a  foreign  language,  or  English  litera¬ 
ture,  or  other  subjects  of  general  cul¬ 
tural  value  adapted  to  his  interests. 
1  would  have  him  take  one  such  course 
in  each  of  his  last  two  years. 

The  History  of  Economic  Thought, 
Including  Recurrent  Fallacies 

One  course,  not  to  be  required  of 
every  student,  but  one  which  all  stu¬ 
dents  with  philosophic  interests  should 
be  encouraged  to  take,  would  deal  with 
the  history  of  economic  thought,  in¬ 
cluding  very  especially  the  history  of 
recurrent  economic  fallacies.  It  ought 
not  to  be  necessary  for  every  genera¬ 
tion  to  have  to  prove  experimentally 
that  fallacious  theories,  often  tested 
and  often  refuted  in  the  past,  are  not 
the  basis  of  sound  policy  even  in  hard 
times!  It  ought  not  to  be  possible  for 
the  hoary  fallacies  presented  by  Sis- 
mondi  and  Rodbertus  (precursors  of 
Karl  ^farx)  a  hundred  years  ago  to 
be  accepted  eagerly  as  the  long-await¬ 
ed  novel  and  satisfying  explanation  of 
economic  crises,  and  as  the  new  reve¬ 
lation  of  science  on  which  a  policy  of 
recovery  can  be  based. 
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We  need  the  perspective  which 
knowledge  of  the  history  of  economic 
doctrine  gives  more  widely  diffused 
among  our  people,  as  a  bulwark 
against  the  uncritical  acceptance  of 
ancient  fallacy  masquerading  as  mod¬ 
em  scientific  discovery. 

Political  Economy  and  Business 
Economics 

The  statesman  is  interested  in  “po¬ 
litical  economy.”  The  head  of  a  great 
business  or  banking  institution  is  in¬ 
terested  in  “business  economics.”  To 
some  minds  this  would  seem  to  involve 
a  very  sharp  contrast.  To  me  it  seems 
to  involve  only  a  few  relatively  minor 
distinctions. 

Both  in  business  economics  and  in 
political  economy  we  may  distinguish 
(a)  a  body  of  facts  and  a  body  of  laws 
of  cause  and  effect  and  (b)  a  bod}’^  of 
moral  ideals,  purposes  and  obligations. 
1  believe  that  the  causal  theory  and 
the  basic  facts  which  constitute  the 
science  of  political  economy,  and  those 
which  constitute  the  science  of  busi¬ 
ness  economics,  are  essentially  the 
same. 

The  great  contribution  of  the  econo¬ 
mist  to  the  study  of  business  problems 
is  that  he  takes  the  total  point  of  view, 
where  the  business  man,  in  so  far  as 
be  knows  merely  his  own  business, 
necessarily  takes  a  partial  point  of 
view.  But  the  business  man,  for  his 
own  purposes,  needs  more  than  the 
partial  point  of  view.  He  needs  to 
see  the  interrelations  of  his  own  activi¬ 
ties  with  those  of  other  parts  of  the 
industrial  and  economic  system.  He 
needs  to  understand  what  his  competi¬ 
tors  are  doing.  He  needs  to  analyze 
his  markets.  He  needs  to  see  the  in¬ 
fluence  upon  his  markets  of  alterna¬ 
tive  goods  which  his  customers  may 
buy,  the  indirect  competition  of  dif¬ 


ferent  kinds  of  goods;  he  needs  to 
know  the  sources  of  his  supplies  and 
the  market  conditions  affecting  them; 
he  needs  to  know  the  state  of  foreign 
markets  and  the  factors  affecting  the 
international  exchanges  and  interna¬ 
tional  purchasing  power;  he  needs  to 
know  the  state  of  the  money  market 
and  to  have  some  capacity  to  gauge 
the  future  of  the  money  market;  he 
needs  to  understand  the  labor  market 
and  the  laws  affecting  the  supply  and 
demand  of  labor.  His  central  prob¬ 
lems  are,  of  course,  concerned  with  the 
management  of  his  own  internal  af¬ 
fairs,  watching  his  own  processes, 
studying  the  efficiency  of  his  own  or¬ 
ganization  and  his  own  personnel,  cul¬ 
tivating  his  individual  customers,  and 
studying  his  individual  sources  of 
supply,  dealing  with  his  own  bankers, 
etc.,  but  to  the  extent  that  he  under¬ 
stands  the  business  and  banking  fab¬ 
ric  as  a  whole,  and  the  bearing  of  1^- 
islation,  actual  or  proposed,  upon  it, 
he  handles  his  own  business  better. 

The  mere  knowledge  of  cause  and 
effect  in  the  economic  situation  as  a 
w’hole,  the  mere  knowledge  of  the  in¬ 
terrelation  of  economic  activities,  the 
mere  grasping  of  the  total  point  of 
view,  in  itself  will  constitute  a  stimu¬ 
lus  to  moral  idealism  on  the  basis  of 
which  a  finer  type  of  business  ethics 
can  be  erected.  The  upright  business 
man,  concerned  about  his  obligation  to 
make  profits  for  his  stockholders, 
which  is  a  real  and  binding  moral  ob¬ 
ligation,  will,  in  particular,  have  many 
of  his  moral  problems  solved  when 
viewing  the  question  of  business  pol¬ 
icy  from  the  standpoint  of  the  knowl¬ 
edge  of  economic  causation.  He  can 
see  that,  as  a  matter  of  fact,  business 
profits  in  the  long  run  are  rarely  pro¬ 
moted  by  policies  antagonistic  to  the 
national  welfare. 
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The  “Case  System*'  in  Economics 
and  Business 

There  has  been  a  revolutionary 
change  in  the  methods  of  instruction 
in  some  institutions  of  learning.  In¬ 
stead  of  textbook  and  lecture,  dealing 
with  principles  and  their  application, 
the  attempt  is  made  to  present  the  stu¬ 
dent  with  actual  cases  where  business 
or  banking  decisions  have  been  made, 
present  the  student  with  the  factors 
on  the  basis  of  which  the  decisions 
were  made,  and  let  the  student  work 
out  the  principles  involved.  It  is  be¬ 
lieved  by  the  advocates  of  this  method 
that  it  is  highly  realistic  and  practi¬ 
cal  and  that  the  student  is  really  com¬ 
ing  to  grips  with  actual  business  by 
working  in  this  way. 

I  am  far  from  convinced  that  the 
case  method  of  instruction  in  business 
and  banking  is  the  best  practical 
method  of  teaching.  Teaching  is  it¬ 
self  an  academic  matter.  Its  methods 
grow  out  of  the  study  of  the  laws  of 
the  human  mind.  There  are  economi¬ 
cal  ways  of  teaching,  and  there  are 
wasteful  ways  of  teaching.  The  ca¬ 
pacity  to  use  abstract  ideas  and  gen¬ 
eral  principles  represents  the  greatest 
diflFerence  between  human  and  animal 
intelligence.  It  is  as  much  an  error 
to  discard  the  labor-saving  tool  of 
thought,  the  abstract  idea,  in  favor  of 
a  host  of  particular  facts,  out  of  which 
the  abstract  has  developed,  as  it  would 
be  to  discard  machinery  in  favor  of 
hand  labor. 

If  the  use  of  the  case  method  were 
confined  to  graduate  schools  in  great 
universities,  there  would  have  been  no 
occasion  for  stricture.  I  merely  want 
to  protest  against  the  sweeping  appli¬ 
cation  of  the  case  system  with  students 
who  have  not  yet  mastered  the  main 
body  of  economic  theory  and  the 
broad  outlines  of  economic  history, 


and  to  protest  against  the  overwhelm¬ 
ing  of  teachers  in  smaller  institutions 
by  the  demand  for  case  instruction 
when  they  haven’t  the  cases  to  work 
with  and  haven’t  the  time  or  op|)or- 
tunity  to  get  them. 

The  case  method  in  political  econo¬ 
my  is  much  more  easily  applied  than 
in  business  economics.  A  practical 
proposal  of  legislation,  for  example, 
pending  in  Congress,  is  a  very  inter¬ 
esting  thing  for  an  advanced  class  in 
economics  to  work  with,  and  good 
teachers  have  made  use  of  such  mate¬ 
rials  for  many  decades.  The  discus¬ 
sion  is  out  in  the  open.  The  Congres¬ 
sional  debates  and  the  hearings  before 
Congressional  committees,  together 
with  various  newspaper  and  magazine 
articles  and  relevant  statistical  mate¬ 
rial,  are  accessible.  The  study  of 
eases  like  these  in  the  classroom  con¬ 
nects  itself  naturally  with  the  work  of 
the  student  in  his  debating  club  and 
with  activities  in  intercollegiate  de¬ 
bating. 

All  this  is  excellent  as  a  minor  ele 
ment  in  wonomic  instruction.  As  a 
primary  method,  it  leaves  things  alto¬ 
gether  too  much  in  the  air  and  omits 
too  much  that  is  highly  important. 
The  deeper  economic  principles  in¬ 
volved  in  a  particular  piece  of  legis¬ 
lation  may  never  come  out  in  the  con¬ 
gressional  debates  or  in  the  newspa¬ 
per  discussion.  The  irrelevant  consid¬ 
erations  and  the  red  herring  draj]^ed 
across  the  trail  may  obscure  the  real 
economic  issues.  Partisanship  may 
play  too  large  a  part  in  determining 
the  student’s  attitude  toward  the  is¬ 
sues.  The  student  in  eollege  or  in 
collegiate  school  of  business  should 
not  be  robbed  of  his  great  opportunity 
to  come,  for  once  in  his  life,  into  con¬ 
tact  with  pure,  impersonal,  disinter¬ 
ested  science. 


the  single  tax  principle  —  “CRACKPOTISM  * 
OR  COMMON  SENSE 

Harey  Gunnison  Brown 


A  champion  of  the  ^'single"  tax  for  many  year*.  Professor  Proven  is  perhaps  its  leading 
proponent  in  the  United  States.  Trained  at  Williams  and  at  Yale,  Dr.  Proven  has  for 
tveenty-flve  years  been  an  economic  pillar  at  the  University  of  Missouri.  Bis  writings 
in  the  field  of  taxation  are  most  widely  knotm.  He  makes  a  strong  plea  for  tax 

reform. — J.  S.  R. 


IN  1932,  in  The  Economic  Basis  of 
Tax  Reform,  criticizing  the  rea¬ 
soning  on  the  single  tax  of  a 
considerable  number  of  economists,  I 
referred,  among  other  textbooks,  to 
Public  Finance  (2nd  edition)  by  Pro¬ 
fessor  Harley  Leist  Lutz  of  Princeton 
University.  One  or  two  of  the  argu¬ 
ments  the  author  had  used  seemed  to 
me  irrelevant  and  I  took  occasion  to 
point  out  why.  But  I  noted  also  the 
fact,  which  is  not,  I  think,  without 
significance,  that  in  a  rather  large 
textbook  on  public  finance,  running  to 
750  pages  and  covering  many  phases 
of  taxation.  Professor  Lutz  could 
seemingly  spare  only  one  page  for 
consideration  of  the  single  tax  prin¬ 
ciple  and  its  application. 

I  don’t  know  whether  Dr.  Lutz  ever 
saw  my  comments  on  his  book.  I  do 
know  that  in  the  recent  revised  edi¬ 
tion  of  it,  enlarged  to  the  massive  size 
of  940  pages,  the  criticized  pages  have 
disappeared.  And  with  them  seem  to 
have  disappeared  all  reference  to  the 
single  tax  theory,  all  reference  to 
partial  applications  of  the  single  tax 
idea  in  practice,  and  all  reference  to 
any  proposals  for  any  special  increase 
in  the  rate  of  taxation  of  land  values. 

The  failure  to  mention  this  subject 
at  all  in  a  work  on  public  finance  so 
massive  cannot  be  explained  on  the 
ground  that  no  applications  of  the 
single  tax  principle  have  ever  been 
made  and  that,  therefore,  this  princi¬ 


ple  exists  only  in  the  minds  of  a  few 
would-be  reformers.  It  is  true  that 
the  ideal  of  the  single  tax,  the  public 
appropriation  of  all  or  practically  all 
of  the  annual  rental  value  of  land, 
has  nowhere  been  realized.  Neverthe¬ 
less,  J ohannesburg  and  Pretoria,  South 
Africa,  Sydney,  New  South  Wales, 
and  many  municipalities  in  Australia 
and  New  Zealand  do  derive  all  or 
nearly  all  of  their  local  revenue  from 
a  land-value  tax,  and  considerable 
steps  in  this  direction  have  been  taken 
in  Denmark.  In  none  of  these  places, 
so  far  as  I  know  or  can  judge,  do  the 
results  run  counter  to  what  the  theory 
of  land- value  taxation,  as  set  forth  by 
its  intelligent  supporters,  would  lead 
us  to  expect. 

Widely  as  it  may  be  used,  I  men¬ 
tion  Lutz’s  text  not  because  of  any 
individual  importance  I  attribute  to 
its  pronouncements  or  its  omissions, 
but  because  it  is  symptomatic.  Some 
college  textbooks  in  economics  and  in 
taxation  give  a  biased  and  inadequate¬ 
ly  brief  summary  of  the  single  tax 
position,  omitting  both  the  most  effec¬ 
tive  arguments  in  support  of  it  and 
the  easily  available  refutation  to  the 
arguments  they  present  against  it. 
Other  texts  just  do  not  mention  the 
subject  at  all. 

Outside  of  the  universities  our  jour¬ 
nalists  and  publicists  follow  a  similar 
line.  Thus,  Ravmond  Moley  in  his 
magazine.  Today,  refers  to  the  taxa- 
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tion  of  land  values  as  “such  crackpot- 
ism”;  while  among  the  overwhelming 
majority  of  magazines  and  newspapers, 
including  those  commonly  referred  to 
as  “liberal,”  it  may  fairly  be  called  the 
subject  of  the  great  silence.  As  a  result 
of  what  seems  almost  a  taboo  on  its 
discussion,  a  kind  of  feeling  that  the 
idea  of  taxing  land  values  at  a  high 
rate  is  “outmoded”  in  the  intellectu¬ 
ally  “best  circles,”  it  is  hard  to  get  a 
serious  hearing  for  the  really  weighty 
arguments  in  its  favor. 

Yet  it  would  seem  that  the  initial 
view  —  however  much  it  might  after¬ 
wards  be  modified  by  considerations 
not  at  first  noted  —  should  be  clearly 
favorable.  For  the  fact  is  that,  with 
things  as  they  are,  private  landowners 
derive  large  annual  revenues  from  lo¬ 
cation  advantages  that  have  resulted 
almost  altogether  from  community 
growth  and  development,  and  from 
natural  resources  which  not  the  own¬ 
ers  but  geological  forces  have  pro¬ 
duced.  Custom  causes  us  to  take  for 
grante<l  arrangements  which,  if  they 
were  presented  to  us  de  novo,  would 
be  sharply  questioned.  We  should  be 
shocked  at  the  suggestion  that  the 
ocean,  and  the  lakes  and  rivers  too,  be 
divided  up  into  parcels  and  bought 
and  sold,  and  that  those  who  sail  ships 
on  them  be  compelled  to  pay  the  own¬ 
ers  many  millions  of  dollars  every 
year  for  permission  to  sail  the  ships 
across  these  privately  owned  parcels. 
We  should  be  shocked,  too,  at  the  sug¬ 
gestion  that  the  air  and  the  sunshine 
be  reduced  to  private  ownership  and 
that  non-owners  be  required  to  pay 
owners  tremendous  annual  “rents”  for 
permission  to  breathe  the  air  and  en¬ 
joy  the  sunshine. 

But,  in  fact,  the  majority  do  have 


to  pay  a  comparatively  few,  billions 
of  dollars  a  year  for  the  use  of  natu¬ 
ral  resources  and  for  the  enjoyment 
of  community-produced  location  ad¬ 
vantages.  Otherwise  expressed,  this 
is  to  say  that  a  majority  must  pay  to 
the  relatively  few,  billions  of  dollars 
a  year  merely  for  permission  to  work 
on  and  to  live  on  the  earth,  in  those 
locations  which  community  develop¬ 
ment  has  made  reasonably  productive 
and  livable.  No  “single  taxer”  wants 
to  nationalize  the  land.  Private  title 
is  to  be  preserved.  The  “single  tax” 
idea  is  merely  that  we  should  —  not 
necessarily  at  one  stroke  but  step  by 
step  over  a  period  of  years  —  abolish 
other  taxes  and  take  in  taxation  from 
the  owners  of  land,  for  the  expendi¬ 
tures  of  the  community,  the  commu¬ 
nity-produced  and  natural-resource  an¬ 
nual  rental  value  of  land. 

Land  must  not  be  confused  with 
real  estate.  A  higher  tax  on  the  com¬ 
munity-produced  value  of  land  would 
often  mean  a  definitely  louder  tax  on 
the  home  owner.  The  location  value 
of  the  land  would  indeed  be  taxed  at 
a  higher  rate.  But  the  building  would 
not  be  taxed  at  all.  The  tax  would 
be  raised  on  values  due  to  the  com¬ 
munity.  It  w’onld  be  abolished  on 
such  things  as  buildings,  machinery, 
planted  trees,  etc.,  brought  into  exist¬ 
ence  by  individual  work  and  saving. 
The  city  lot  in  the  most  centrally  lo¬ 
cated  business  district,  where  every 
merchant  would  like  to  be  located  be¬ 
cause  of  the  profitable  business  there 
possible  and  for  which,  therefore,  the 
landowner  can  and  does  charge  a  su¬ 
perlatively  high  rent,  would  pay  a 
much  higher  tax  than  a  lot  located 
close  to  a  residential  district,  and  a 
residential  lot  in  a  country  village 
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would  pay  scarcely  any  tax  at  all. 
Not  only  taxes  on  constructed  capital 
would  go.  Likewise  abolished  would 
be  sales  taxes  and  other  taxes  resting 
heavily  on  people  of  small  means. 

Obviously,  even  some  landowners 
\\ould  be  made  more  prosperous  by 
this  reform.  Kelief  from  taxation  on 
their  improvements  would  be  a  clear 
benefit.  And  many  a  person  who  ha¬ 
bitually  thinks  of  himself  as  a  land¬ 
owner  secures  his  income  so  much 
more  from  the  w’ork  he  does,  that  re¬ 
lief  from  taxation  on  his  tobacco  and 
on  the  food  and  clothing  he  buys  for 
himself  and  his  family  would  far 
more  than  make  up  for  any  possible 
increase  in  the  tax  rate  on  his  tiny 
land  value. 

On  the  other  hand,  there  are,  of 
w.urse,  many  landowners  whose  in¬ 
comes  and  whose  property  values 
would  be  appreciably  reduced  by  such 
a  tax  change.  And  because  this  is  so 
and,  too,  because  some  of  these  land- 
owners  have  purchased  their  land  on 
what  seemed  the  reasonable  assump¬ 
tion  that  no  such  tax  change  would 
be  made,  not  a  few  persons  contend 
that  it  would  be  unfair  and  unjust  to 
make  it.  Such  a  tax  change,  they 
contend,  would  infringe  on  the  “vest¬ 
ed  rights”  of  landowners. 

To  those  whose  natural  reaction  is 
that  such  a  tax  reform  is  unfair  to 
the  landowning  class,  that  “society” 
has  encouraged  men  to  purchase  and 
hold  land  by  an  implied  promi.se  that 
no  future  tax  system  will  discrimi¬ 
nate  against  land  and  that,  therefore, 
any  future  tax  system  which  does  so 
is  a  betrayal  of  trust  and  a  wholly 
indefensible  violation  of  vested  rights, 
— to  those  who  take  this  position  every 
argument  pointing  to  the  advantages 


of  the  single  tax  will  seem  altogether 
inconclusive.  And  so  I  think  the 
next  thing  we  need  to  do  in  our  dis¬ 
cussion  is  to  face  this  “vested  rights” 
contention  frankly  and  try  to  see 
what  are  its  implications  and  whether 
it  is  a  really  important  objection. 

I  have  already  pointed  out  that  the 
single  tax  reform  is  one  which  can  be 
made  gradually.  If,  therefore,  the 
“justice  and  fairness”  or  “vested 
rights”  objection  is  based  on  the  idea 
that  the  change  must  necessarily  come 
suddenly,  no  further  comment  is 
called  for. 

But  there  are  economists  who  con¬ 
sider  that  society  cannot  rightly  adopt 
this  program  no  matter  how  gradually 
the  tax  rate  on  land  values  is  raised. 
With  all  due  respect  to  the  writers 
who  so  argue,  it  seems  to  me  that  such 
an  extreme  position  is  somewhat  ridic¬ 
ulous.  Governments  are  constantly 
changing  their  systems  of  taxation,  in¬ 
creasing  some  taxes  and  decreasing 
olhers,  —  as  well  as  making  other 
changes  in  economic  policy.  Society 
has  made  no  pledge  —  if,  indeed,  so¬ 
ciety,  as  such,  can  possibly  make  any 
j»ledge — that  the  tax  rate  on  land  will 
never  be  raised.  Is  it  not  reasonable 
to  conclude,  rather,  that  every  pur¬ 
chaser  of  land  makes  his  purchase 
with  the  implied  understanding  that 
changes  in  the  tax  rate  on  land  may 
l)e  made,  just  as  changes  in  other 
taxes  and  in  various  other  governmen¬ 
tal  policies  may  be  made?  Is  it  not 
reasonable  to  conclude  that  the  pur¬ 
chaser  of  land  makes  his  purchase 
knowing  well  that  the  future  net  rent 
he  will  receive  from  his  land  may  be 
more  or  less,  according  as  population 
grows  or  declines  and  also  according 
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as  the  tax  rate  on  land  decreases  or 
increases  ? 

When  the  Pittsburgh  (and  Scran¬ 
ton),  Pennsylvania,  graded  tax  sys¬ 
tem  was  put  into  effect  (by  Pennsyl¬ 
vania  state  law)  in  1914,  it  provided 
that  the  city  tax  rate  on  improve¬ 
ments  should  be  90  per  cent  of  that 
on  the  lots,  becoming  80  per  cent  in 
1916,  70  per  cent  in  1919,  GO  per  cent 
in  1922  and  50  per  cent  in  1925. 
This  necessitated  a  higher  tax  rate  on 
the  lots  than  if  the  rate  on  the  build¬ 
ing  had  not  been,  thus,  relatively  re- 
dueed.  Are  we  to  assume  that  soci¬ 
ety,  though  it  may  change  its  taxes  in 
other  .ways,  cannot  rightfully  make 
such  a  change  as  this  and  that  the 
Pennsylvania  legislature  was  here 
guilty  of  an  immoral  or  a  wicked  act  ? 

Among  the  public  policies  which 
have  been  changed  by  various  govern¬ 
ments  (American  state  governments, 
for  example)  is  the  policy  regarding 
monopoly  in  the  public  service  indus¬ 
tries.  Public  service  commissions  have 
been  set  up,  by  legislative  action, 
where  no  regulation  or  no  effective 
regulation  previously  existed,  for  the 
regulating  of  the  rates  of  these  indus¬ 
tries,  When  such  a  Commission  re¬ 
duces  the  rates  charged  by  a  regulated 
company  to  a  level  which  does  not 
yield  the  monopoly  profits  it  was  pre¬ 
viously  enjoying,  the  incomes  of  the 
stockholders  of  the  company  arc,  ob¬ 
viously,  reduced.  And  since  their 
stock  yields  less  income  than  before, 
it  is  likely  to  have  less  salable  value 
on  the  market.  But  we  do  not  con¬ 
cede,  on  this  account,  that  the  remain¬ 
der  of  the  public  ought  forever  to  have 
to  pay  exorbitant  rates  for  telephone 
service,  gas  or  electricity.  Why  con¬ 
clude,  then,  that  the  majority  ought 
forever  to  have  to  pay  the  few  for 


community-produced  location  advan¬ 
tages  ?  Why  not  recognize  the  right 
of  society  to  increase  the  tax  rate  on 
land  until  all  or  most  of  the  commu¬ 
nity-produced  annual  rental  value  of 
the  land  is  appropriated  for  commu¬ 
nity  needs? 

Those  who  have  such  extreme  re¬ 
spect  for  “vested  rights”  that  they  op¬ 
pose  any  steps  in  the  direction  of  the 
single  tax,  would  have  to  oppose  also, 
if  consistent,  the  abolition  of  slavery. 
For,  clearly,  the  freeing  of  slaves 
must,  unless  their  owners  are  paid  for 
them,  reduce  the  pro|>erty  of  the  own¬ 
ers.  And  if  the  owners  are  paid,  this 
must  be  at  the  expense  of  —  must 
mean  loss  of  property  or  income  by  — 
the  taxpayers  from  whom  the  pur¬ 
chase  money  is  collected.  Or  are  we 
to  suppose  that  the  slaves  can  and 
should  buy  themselves  free? 

In  short,  there  seems  no  way  to 
abolish  any  substantial  economic  in¬ 
justice  except  by  infringing  on  the 
vested  rights  of  its  beneficiaries,  — 
unless  the  victims  of  the  unjust  sys¬ 
tem  themselves  pay  for  their  own  re¬ 
lief! 

Past  experience  in  the  discussion  of 
this  subject  has  taught  me,  however, 
that  the  “vested  rights”  argument,  for 
some,  is  an  insuperable  objection  to 
any  reform  in  the  direction  of  the 
single  tax,  an  objection  which  remains 
conelusive  to  them  no  matter  what 
considerations  are  appealed  to  against 
it.  Perhaps  there  are  such  persons 
among  the  readers  of  this  article.  Per^ 
haps  there  are  some  who  will  insist 
that  any  such  reform  must  be  regarded 
as  entirely  unjustifiable,  even  though 
other  changes  disadvantageous  to  par¬ 
ticular  groups  are  accepted  as  socially 
wise  and  right.  To  these,  no  evidence 
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that  the  land-value  tax  system  would 
bring  economically  desirable  results 
will  be  convincing  in  any  case,  and 
they  may  as  well  cease  reading  here 
as  to  pursue  the  discussion  further. 

Then  there  are  critics  who  object 
that  the  single  tax  does  not  conform 
to  ‘‘the  well-known  principle  of  abi¬ 
lity,”  to  the  principle  of  “equal  sacri¬ 
fice,”  or,  more  communistically,  to 
the  principle  of  “least  sacrifice.”  The 
objectors  who  are  most  insistent  that 
taxes  should  be  levied  “on  the  basis 
of  ability”  commonly  pay  little  atten¬ 
tion  to  the  question  of  the  source  of 
the  income  they  would  tax.  In  con- 
8tH]nence,  they  commonly  fail  to  take 
account  of  other  possible  effects  of  a 
tax  than  the  apparent  “sacrifice”  it 
imposes  upon  the  payer,  its  relation 
to  his  “ability.”  Yet  these  other  ef¬ 
fects  may  be  of  the  greatest  impor¬ 
tance.  The  Ideal  system  for  securing 
government  revenue  is  not  to  be  found 
by  attending  solely  to  the  question  of 
“ability,”  i.  e.,  the  relative  “sacrifice” 
imposed  on  different  taxpayers,  but  by 
considering  all  of  the  significant  con¬ 
sequences  likely  to  result  from  the  tax 
system. 

A  tax  which  emphasized  “ability” 
to  the  extent  of  taking  from  the  more 
oflBcient  workers  most  of  the  excess  in¬ 
come  due  to  their  eflSciency  would  re¬ 
move  most  of  the  motive  to  doing  their 
best. 

Similarly,  a  tax  emphasizing  “abil¬ 
ity”  to  the  extent  of  taking  for  public 
purposes  nearly  all  of  the  income 
from  accumulated  capital,  might  large¬ 
ly  remove  the  incentive  to  accumulate 
capital.  If  we  expect  to  rely  on  indi¬ 
vidual  thrift  for  the  providing  of  the 
capital  on  which  modern  industry  de¬ 
pends,  we  must  not  make  it  appear 


that  thrift  is  no  advantage  at  all  to 
those  who  practice  it 

But  we  do  not  depend  on  thrift  for 
the  accumulation  of  land.  Land,  in¬ 
cluding  such  natural  resources  as  iron 
ore,  coal  and  oil  deposits,  is  the  result 
of  geological  forces;  and  the  location 
value  of  land  is  almost  altogether  the 
result  of  community  growth  and  de¬ 
velopment.  A  high  tax  on  capital  or 
on  the  income  from  capital  may  de¬ 
crease  the  available  amount  of  capital 
for  industry  to  use.  A  high  land- 
>alue  tax,  up  to  the  entire  annual  eco¬ 
nomic  rent  of  the  land,  will  not  de¬ 
crease  the  available  amount  of  land. 
And  if  this  tax,  in  the  case  of  the  very 
valuable  centrally  located  business 
blocks  of  New  York,  Detroit,  and  Chi¬ 
cago,  secures  very  large  amounts  of 
rent  for  the  public,  its  doing  so  will 
certainly  not  make  these  blocks  less 
well  located  than  before,  since  their 
location  advantages  are  not  due  to  the 
activities  of  the  particular  individuals 
who  own  them. 

Even  if  a  heavy  tax  on  capital  did 
not  at  all  discourage  the  accumulation 
of  capital,  it  would  certainly  diminish 
the  investment  of  capital  within  the 
territory  taxing  it.  In  general,  a 
higher  tax  on  capital  in  any  country 
(or  state)  than  in  surrounding  areas, 
lends  to  drive  capital  out  of  that  coun¬ 
try  and  so  to  leave  its  workers  less 
well  equipped  for  producing,  therefore 
less  productive  and  therefore  with 
low’cr  real  wages. 

But  a  community  or  country  can 
take,  for  the  benefit  of  its  entire  pub¬ 
lic,  as  much  of  the  community-pro¬ 
duced  annual  location  value  of  sites 
and  resources  as  it  desires,  without 
decreasing  its  land  at  all. 

Indeed,  much  more  than  this  can 
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be  said.  For  land-value  taxation, 
while  it  does  not,  of  course,  increase 
the  total  amount  of  land  in  a  commu¬ 
nity,  does  increase  the  amount  avail¬ 
able  for  use.  A  study  made  a  few 
j’ears  ago  by  Dr.  Ernest  Fisher  in¬ 
dicated  that  the  number  of  lots  held 
vacant  in  various  large  American 
cities  which  he  investigated,  was  from 
a  third  to  a  half  or  more  of  the  total. 
In  other  words,  in  the  typical  Ameri¬ 
can  city  there  are  very  often  as  many 
or  nearly  as  many  (occasionally 
more)  lots  held  out  of  use  as  there 
are  lots  used.  This  involves  a  waste 
in  transportation  and  travel,  in  street 
paving,  in  water  and  gas  mains  and 
in  electric  light  and  telephone  wires, 
yet  with  even  fewer  parks  and  play¬ 
grounds  than  if  land  were  not  thus 
made  artificially  scarce  and  dear.  A 
land-value  tax  system  would  make 
such  speculative  holding  of  land  out 
of  use  unprofitable. 

Those  who  follow  the  “taxation  on 
the  basis  of  ability”  slogan  overlook 
these  and  other  considerations.  They 
too  readily  accept  a  mere  formula  in 
place  of  real  analysis  of  the  social  and 
economic  consequences  of  various 
taxes  and  tax  systems,  “The  edu¬ 
cated  classes,”  said  the  late  William 
Graham  Sumner,  “are  victims  of  the 
phrase.  Phrases  are  rhetorical  flour¬ 
ishes.  They  are  artifices  of  sugges¬ 
tion.  They  are  the  same  old  tricks  of 
the  medicine  man  adapted  to  an  age 
of  literature  and  common  schools.” 

The  land-value  tax  system  makes 
the  sale  price  of  land  low.  For  the 
sale  price  of  land  is  the  capitalization 
of  the  net  rent  remaining  to  the  owner 
after  subtraction  of  the  tax.  But 
though  the  land-value  tax  thus  reduces 
I  he  sale  price  of  land  (to  a  theoreti¬ 


cal  zero  if  the  tax  takes  all  the  rent), 
the  removal  of  the  tax  on  houses  and 
other  constructed  capital  does  not 
make  their  prices  high.  For  such 
things  can  be  produced  and  their 
prices  are  limited  by  what  it  costs  to 
produce  them.  Therefore,  the  land- 
value  tax  system  makes  it  easier  to 
become  a  home  owner.  It  is  not  neces¬ 
sary  to  save  so  much  to  become  a  home 
owner  under  the  land-tax  system,  be¬ 
cause  the  much  lower  price  of  land 
makes  the  total  cost  of  the  home  less. 
.\nd  similarly  as  regards  a  farm  or 
other  business.  True,  the  tax  on  the 
land,  after  it  is  acquired  by  the  new 
owner,  remains  high.  But  the  tax  on 
the  improvements  is  abolished. 

These  facts  are  commended  to  the 
attention  of  those  who  complain  of 
the  drift  towards  tenancy  in  both  ru¬ 
ral  and  urban  life.  If  such  persons 
really  want  to  do  something  effective 
towards  making  rea.sonably  possible 
the  ownership  of  farms  and  homes  by 
those  who  work  on  and  live  in  them, 
it  would  seem  that  they  should  work 
for  the  progressive  substitution  of 
land-value  taxation  for  taxes  of  other 
sorts. 

To  increase,  relatively,  the  taxation 
of  land  values  makes  land  prices  low. 
To  decrease  such  taxation  makes  land 
prices  high.  And  high  sale  prices  for 
land  are  not  a  benefit  to  the  masses 
of  common  folk.  They  are,  on  the 
contrary,  an  economic  and  a  social 
calamity.  They  tempt  to  speculative 
holding  and  thereby  bring  economic 
waste  and  so  lowered  efficiency  and 
lowered  real  wages  to  the  people. 
They  make  land  scarce  and  dear  for 
parks  and  playgrounds.  They  breed 
slums.  And  they  breed  the  evil  of 
widespread  tenancy. 


SIKaLB  TAX  PBINCIPLB  —  ‘<CBACKPOTISX”  OB  COMMON  SENSE  400 


The  tragedy  of  the  income  fax  — 
as  likewise  of  the  sales  tax  —  is  that 
it  not  only  does  nothing  to  prevent  the 
waste  of  holding  good  land  out  of  use ; 
but  also  fails  to  make  important  dis¬ 
tinctions  regarding  the  source  of  the 
income  to  be  taxed.  In  many  juris¬ 
dictions  it  taxes  income  earned  by 
bard  work  at  just  as  high  a  rate  as 
income  from  the  ownership  of  land. 
And  in  every  jurisdiction  I  can  think 
of  in  which  there  is  an  income  tax, 
the  rate  of  taxation  on  income  from 
constructed  capital,  on  capital  which 
can  come  into  existence  only  through 
saving,  is  just  as  high  as  the  rate  on 
the  community-produced  rental  value 
of  land. 

Recently  some  “liberals,”  such  as 
Senator  LaFollette,  have  been  urging 
that  we  “broaden  the  income  tax 
base.”  By  this  they  mean  that  we 
should  lower  the  exemption  line,  so 
that  poorer  people  than  now  pay  an 
income  tax  shall  henceforth  be  thus 
taxed.  But  these  “liberals”  never 
venture  to  suggest  that  any  distinction 
'hould  be  made  between  incomes  which 
are  the  result  of  work  and  saving,  on 
the  one  hand,  and  on  the  other  hand, 
incomes  that  men  derive  from  their 
ability  to  make  others  pay  them  for 
permission  to  work  on  and  to  live  on 
the  earth,  in  those  locations  made  pro¬ 
ductive  and  livable  by  community  de¬ 
velopment. 

Whether  the  tax  on  land  values 
ought  necessarily  to  be  a  “single”  tax, 
whether,  indeed,  it  would  certainly  be 


adequate  to  provide  all  necessary  reve¬ 
nue,  is  irrelevant  to  the  main  issue. 
The  point  is  that  this  tax  ought  to 
be  resorted  to  for  what  revenue  it  can 
he  made  to  yield,  with  corresponding 
abolition  —  or,  at  the  least,  substan¬ 
tial  reduction  —  of  other  forma  of 
taxation,  beginning  with  the  worst. 

That  “capitalism”  should  be  di¬ 
vested  of  privilege;  that  incomes  un¬ 
der  its  aegis  should  really  depend  on 
service  given  and  be  the  rewards  of 
industry,  enterprise  and  thrift;  that 
wealth  should  not  be  obtainable  by  un¬ 
fair  methods  of  business  or  by  monop¬ 
olistic  conspiracy  or  by  privileged 
personal  appropriation  of  community- 
produced  location  values ;  and  that, 
because  natural  resource  and  commu¬ 
nity-produced  values  are  taken  in 
taxation  for  public  purposes,  it  should 
really  be  possible  to  leave  the  rewards 
of  industry  and  thrift  to  those  who 
earn  them; — these  should  be  the  aims 
of  the  understanding  friends  of  a  free 
capitalist  economic  system,  the  aims 
of  those  who  would  avoid  the  central¬ 
ized  control  and  the  accompanying 
loss  of  freedom  which  both  commu¬ 
nism  and  Nazism  seem  to  threaten. 
Too  often,  alas,  the  professed  friends 
of  the  capitalist  system  are  not  really 
its  friends  at  all  and  care  nothing  for 
its  principles,  but  are  merely  the 
friends  of  the  special  privileges  they 
enjoy  in  it,  privileges  which  are  alien 
to  its  essential  spirit  and  utterly  in¬ 
consistent  with  the  arguments  by 
which  capitalism  is  defended. 
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The  elaborate  body  of  knowl¬ 
edge  comprising  the  traditional 
branches  of  social  science  faces 
in  the  Afarxian  system  of  thought  a 
challenge  at  once  impressive  and  well 
recognized.  It  is  equally  realized  that 
western  civilization,  commonly  re¬ 
garded  as  resting  on  the  tripod  of 
capitalism,  democracy  and  religion, 
finds  its  most  feared  opponent  in  the 
institutions  urged  upon  us  by  the  ad¬ 
vocates  of  the  same  system.  That  it 
is  cf  the  first  importance  to  the  stu¬ 
dent  of  social  science  to  be  acquainted 
with  the  doctrines  of  Karl  Marx  is  a 
truth  hardly  in  need  of  emphasis. 
The  purpose  of  the  following  essay  is 
to  sketch  the  main  features  of  the 
Marxian  theory,  omitting,  for  lack  of 
space,  elaboration  and  criticism. 

It  is  often  claimed  that  Marx’s 
achievement  in  social  science  is  com¬ 
parable  to  Darwin’s  contribution  in 
the  field  of  natural  science.  He  pro¬ 
vided  a  theory  of  the  basic  factors 
which  mold  social  institutions  and  of 
the  driving  forces  which  promote  the 
evolution  of  social  phenomena  in  an 
orderly  and  predictable  succession. 

To  ^farx  the  prime  factor  in  social 
life  and  the  chief  impulse  behind  the 
march  of  history  are  represented  by 
the  mode  of  production,  the  manner 


in  w’hich  society  organizes  labor  in  a 
scheme  of  division  and  cooperation, 
utilizes  the  natural  resources,  and  ap¬ 
plies  technology  and  science.  Soci¬ 
ety’s  first  task  is  to  fashion  the  raate- 
lial  conditions  of  life,  and  to  this  task 
it  devotes  its  main  energies.  The 
manner  in  which  this  task  is  carried 
on  gives  shape  to  the  social  organiza¬ 
tion  and  constitutes  the  soil  out  of 
which  grows  the  rest  of  our  civiliza¬ 
tion.  As  the  mode  of  production 
changes,  our  institutions  and  our  ideas 
change  with  it.  So  far  history  has 
known  four  systems  of  production  — 
primitive  communism,  ancient  sla¬ 
very,  medieval  feudalism,  and  modem 
capitalism.  The  final  system  will 
come  with  the  inauguration  of  the  per¬ 
fect  order  of  communism. 

Of  course,  the  mode  of  production 
cannot  by  itself  build  institutions, 
create  events  and  form  ideas.  Human 
beings  are  the  active  agents,  and  to 
the  economic  factor  Marx  adds  the 
human  factor.  He  does  not  believe, 
however,  in  the  great  man  theory 
enunciated  by  Carlyle,  to  whom  in¬ 
stitutions  are  the  lengthened  shadows 
of  great  men,  and  historic  phenomena 
merely  the  expression  of  the  efforts 
and  the  achievements  of  powerful  per¬ 
sonalities.  Marx  allows  some  effect 


OUTLINES  OF  MABXISM 


411 


to  individuals,  but  he  does  not  give 
them  prominence. 

M^rx  substitutes  the  class  for  the 
individual  as  the  actor  on  the  social 
stage.  Each  mode  of  production  cre¬ 
ates  its  own  classes.  In  each  regime 
of  production  some  participants  own 
the  means  of  production  and  others 
do  not ;  some  issue  orders,  control 
production  and  appropriate  the  lion’s 
share  of  the  product,  while  others  do 
as  they  are  told  and  live  on  the  leav¬ 
ings.  Thus  each  system  of  production 
splits  society  into  exploiters  and  ex¬ 
ploited.  The  communal  organization 
of  primitive  society  had  no  classes 
and  no  exploitation.  But  ancient  so¬ 
ciety  was  divided  into  masters  and 
slaves;  and  medieval  society  opposed 
the  feudal  lord  to  the  serf  in  the  coun¬ 
try,  and  the  guildmaster  to  the  jour- 
ne}Tnan  in  the  city.  Under  capital¬ 
ism  a  variety  of  classes  appear  in  the 
early  stages,  but  gradually  three 
classes  crystallize,  the  capitalist,  the 
proletarian  and  the  middle  class.  In 
time  the  middle  class  disappears,  and' 
the  other  two  face  each  other  for  the 
final  struggle.  In  the  communist  so¬ 
ciety  of  the  future  class  domination 
will  once  more  be  unknown. 

The  mode  of  production  and  the 
classes  bred  by  it  are  the  fundamental 
factors  which  mold  institutions  and 
ideas.  Institutions  and  ideas,  Marx 
insists,  are  not  born  of  thin  air;  they 
are  rooted  in  economic  conditions.  In 
each  society  the  dominant  class  strives 
to  perpetuate  its  power  and  privileges. 
It  builds  accordingly  an  array  of  in¬ 
stitutions  which  would  alike  preserve 
its  advantages  and  keep  the  exploited 
class  in  subjection. 

Thus  every  type  of  government 
evolved  in  society  is  merely  an  instru¬ 


ment  of  force  employed  to  maintain 
the  oppressed  class  in  its  lowly  posi¬ 
tion.  The  state  with  its  courts,  judges, 
police,  prisons,  and  militia  serves  no 
other  purpose  than  the  protection  of 
property.  Similarly  with  law.  It  isX 
the  outgrowth  of  social  conditions 
based  on  property  relations.  Its  sub¬ 
ject  matter  and  its  objective  are  the 
wealth  and  the  privileges  of  the  upper 
class.  If  concessions  are  made  to  the 
masses,  the  purpose  is  merely  to  paci¬ 
fy  the  lower  class ;  and  the  concessions 
go  only  as  far  as  the  upper  class 
sees  fit. 

It  would  seem  that  religion  is  a 
category  apart  from  sordid  economic 
realities  and  given  to  the  salvation  of 
souls.  But  no,  says  Marx.  In  origin 
and  function  religion  is  the  child  and 
handmaid  of  economic  elements.  Re¬ 
ligion  originates  in  the  primitive  age 
of  man’s  economic  immaturity,  when 
his  mode  of  production  depends  enor¬ 
mously  on  the  forces  of  nature  which 
now  multiply  and  now  destroy  the 
fruit  of  his  labor.  Faced  with  the 
puzzling  natural  phenomena  and  an¬ 
xious  to  gain  their  favor,  he  imputes 
to  them  miraculous  powers  and  de¬ 
vises  ways  of  worshipping  and  ap¬ 
peasing  them. 

As  new  modes  of  production  arrive 
religious  forms  change.  Catholicism 
was  proper  to  the  feudal  way  of  liv¬ 
ing,  and  Protestantism  is  the  expres¬ 
sion  of  capitalism.  But  always  reli¬ 
gion  is  the  counterpart  of  its  original 
primitivism,  for  always  it  is  a  com¬ 
plex  of  superstition  and  the  antithesis 
of  scientific  thinking.  And  always  it 
serves  the  master  class,  tolerating  its 
aggressions  and  keeping  the  lowly  in 
submission  by  preaching  to  them  hu¬ 
mility,  patience  and  the  glories  of  the 
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life  to  come.  Morality,  equall}’,  fails 
to  rise  above  its  class  foundations. 
Morality  is  no  more  than  a  system  of 
conduct  calculated  to  serve  the  inter¬ 
ests  of  the  ruling  class  and  to  perpetu¬ 
ate  the  status  quo.  While  slavery 
served  an  economic  purpose,  Marx 
cites  for  an  example,  it  was  accept¬ 
able;  and  only  when  economic  condi¬ 
tions  rendered  slavery  unnecessary,  it 
became  immoral. 

Science,  philosophy,  art  and  litera¬ 
ture  are  no  exceptions.  With  their 
manifold  theories  and  schools,  these 
fields  are  not  examples  of  spontane¬ 
ous  generation,  but  function  as  the 
products  of  human  beings  in  response 
to  a  social  environment  created  by  a 
given  mode  of  production  and  its  cor¬ 
relative  class  structure.  Before  capi¬ 
talism  came,  science  was  in  its  in¬ 
fancy.  Science  began  to  flourish  only 
when  capitalist  production  needed  its 
aid.  Philosophy  is  placed  in  nearly 
the  same  category  with  religion.  A 
realm  of  idle  non-scientific  specula¬ 
tion,  it  thrives  in  proportion  to  man’s 
ignorance  of  the  world  about  him. 
Where  exact  knowledge  prevails  no 
room  is  left  for  philosophy.  Art  and 
literature,  in  their  content,  their  va¬ 
garies,  styles  and  movements,  are  like¬ 
wise  an  integral  part  and  principally 
a  reflection  of  the  social  life  generated 
by  economic  conditions. 

The  fate  of  institutions  under  com¬ 
munism  is  either  indicated  by  Marx 
or  easily  surmised  from  his  general 
theory.  In  a  classless  and  propertyless 
society  like  the  communist  one  the  state 
as  an  engine  of  oppression  will  “with¬ 
er”  away;  and  law  and  courts  will 
disappear.  Philosophy  will  languish, 
inasmuch  as  in  this  new  society  men 
will  order  their  productive  activity  by 


collective  intelligence,  and  men’s  rela¬ 
tions  to  each  other  and  to  nature  will 
alike  become  an  open  book.  The 
ground  for  religion  will  be  removed 
on  the  same  account,  and  for  the  addi¬ 
tional  reason  that  there  will  be  no 
downtrodden  class  in  need  of  an  opi¬ 
um  to  make  it  forget  its  misery.  On 
the  other  hand,  morality,  art  and  sci¬ 
ence  will  flourish  on  a  high  plane,  un¬ 
blemished  by  class  interests  and  hypo¬ 
critical  motives. 

Does  Marx  treat,  then,  non-eoo- 
nomic  factors  as  the  inert  shadows  of 
the  economic  elements,  and  without 
influence  in  civilization  ?  An  answer 
in  the  affirmative  would  be  unwar¬ 
ranted.  But  the  d^ee  of  influence 
he  gives  to  these  factors  is  a  matter 
on  which  opinions  vary.  The  writer 
is  inclined  to  the  view  that  Marx  at¬ 
tributes  only  a  minor  influence  to  non¬ 
economic  forces,  an  influence  which 
can  accelerate  or  retard  and  at  times 
somewhat  modify  the  course  of  his¬ 
tory  as  traced  by  the  mode  of  produc¬ 
tion.  Marx  admits  some  slight  role 
to  chance,  to  personalities  and  leaders, 
to  racial  characteristics,  to  tradition 
and  inertia,  and  to  ideas  and  institu¬ 
tions.  But  in  his  view  the  sovereign 
determinant  is  the  system  of  produc¬ 
tion,  which,  in  the  end,  overmasters 
all  other  factors  and  asserts  itself  as 
the  paramount  agency  governing  the 
nature  and  evolution  of  social  life. 

Many  of  the  intellectual  followers 
of  Marx,  on  the  other  hand,  interpret 
him  to  allow  considerably  more  power 
to  these  other  agencies.  But  even 
these  writers  make  two  important  pro¬ 
visions.  One  is  that  the  aggre^te  ef¬ 
fect  of  these  other  factors  is  of  less 
potency  than  the  single  effect  of  the 
mode  of  production.  The  other  is 
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that  none  of  the  institutional  and  ideo- 
lo^cal  elements  has  an  independent 
oripn,  but  is  itself  the  product  of  the 
mode  of  production.  Thus  even  in 
this  more  indulgent  interpretation  the 
mode  of  production  is  “in  the  last  in¬ 
stance”  the  prime  mover  of  history. 

An  integral  part  of  iifarx’s  system 
is  his  theory  of  social  evolution.  To 
him  the  world  of  natural  and  social 
phenomena  is  in  a  ceaseless  flux,  in 
an  endless  process  of  transformation. 
The  cardinal  principle  underlying  the 
process  of  change  is  called  the  dialec¬ 
tic,  a  theory  of  evolution  which  Marx 
borrowed  from  Hegel.  A  given  phe¬ 
nomenon  is  called  a  thesis.  In  time 
this  phenomenon  generates  op|K)site 
aspects,  called  the  antithesis.  In  the 
course  of  growth  and  change  the  thesis 
combines  with  the  antithesis  into  a 
new  phenomenon,  the  synthesis.  This 
resulting  svnthesis  becomes  the  start¬ 
ing  point  for  a  new  cycle,  breeding 
antithetic  elements  and  amalgamating 
with  them  into  a  new  synthesis.  The' 
process  goes  on, 

Hegel  was  an  idealistic  philosopher 
believing  that  the  Universal  Reason, 
the  Idea,  is  the  ultimate  foundation 
of  reality.  Abandoning  the  idealistic 
conception,  Marx  applies  the  dialectic 
to  the  mode  of  production.  A  given 
regime  of  production  is  the  thesis.  In 
time  productive  forces  develop  which 
are  not  wholly  compatible  with  the 
productive  order  and  its  satellite  in¬ 
stitutions.  These  new  forces,  the  an¬ 
tithesis,  cannot  thrive  within  the 
cramping  framework  of  the  old  order. 
Thus  the  appearance  of  precious  met¬ 
als,  the  discovery  of  new  lands,  the 
requirements  of  expanding  markets, 
the  new  energies  of  the  rising  bour- 
geosie,  and  the  new  techniques,  which 


stirred  the  last  days  of  medieval  soci¬ 
ety  could  not  accommodate  themselves 
within  the  narrow  capacities  of  the 
feudal  system.  A  new  synthesis  is 
achieved  after  an  upheaval. 

This  upheaval  is  the  celebrated  class  \ 
struggle  which  figures  so  prominently 
in  Marxian  discussion.  The  exploit¬ 
ing  classes,  the  beneficiaries  of  a  given 
economic  order,  are  naturally  anxious 
to  preserve  it.  But  the  oppressed  • 
class  has  no  loyalty  to  it.  As  new  pro¬ 
ductive  forces  develop  in  the  midst  of 
a  given  mode  of  production,  offering 
a  foregleam  of  the  nature  and  possi¬ 
bilities  of  a  new  society,  the  exploited 
class  begins  to  see  in  them  the  only 
instrument  of  bettering  its  condition, 
and  seeks  to  promote  their  fuller  real¬ 
ization.  The  dialectic  reflects  the  clash 
of  the  supreme  interests  of  the  con¬ 
tending  classes.  The  robber  class  is 
allied  with  the  old  order,  the  thesis; 
the  antithesis  finds  its  champion  in 
the  subjected  class.  The  antagonism 
between  the  two  classes  sharpens  in 
measure  as  the  old  order  ripens,  as  the 
opposing  productive  forces  multiply, 
and  as  the  low  class  is  organized  and 
disciplined.  Finally  the  revolution 
comes,  and  the  victory  goes  to  the  ex¬ 
ploited  class.  A  new  synthesis,  a  new 
society  with  accompanving  institu¬ 
tions,  appears  on  the  scene. 

A  good  deal  of  discussion  has  been 
given  to  the  question  whether  by  revo¬ 
lution  Marx  means  a  bloody  struggle 
or  possibly  a  peaceful  change.  Before 
the  early  ISfiO’s  he  almost  invariably 
refers  to  the  class  struggle  as  a  fierce 
combat.  But  in  the  remaining  three 
decades  of  his  life  his  tone  frequently 
softens.  In  democratic  countries  he 
sees  the  possibility  of  the  workers 
capturing  power  by  the  ballot.  But 
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even  then  he  was  pessimistic  about  a 
|)eaceful  outcome,  convinced  that  the 
predatory  class  would  never  relin¬ 
quish  power  without  a  desperate  strug¬ 
gle.  Too,  the  phenomenon  of  revolu¬ 
tion  is  clothed  in  his  mind  with  a 
fascinating  grandeur,  for  only  the 
catastrophic  impact  of  revolution  can 
cleanse  men’s  hearts  of  the  old  ways 
and  prepare  their  minds  for  the  task 
of  building  a  new  world.  He  felt  un¬ 
easy  about  a  bloody  revolution,  but  he 
realized,  and  perhaps  half  welcomed, 
its  historical  necessity. 

The  father  of  scientific  socialism, 
which  claims  that  a  better  society  is 
not  the  eventual  result  of  the  lofty 
ideals  of  brotherly  persons  but  the  in¬ 
evitable  outcome  of  social  evolution, 
^farx  is  interested  in  demonstrating 
that  capitalism  is  bound  to  break  down 
and  give  its  place  to  communism.  No 
wonder  that  he  devotes  to  the  analysis 
of  the  processes  and  diseases  of  capi¬ 
talism  considerably  more  pages  than 
to  any  other  subject. 

Capitalism  has  l)een  variously  de¬ 
fined,  and  its  birth  has  been  differ¬ 
ently  placed  on  the  calendar  of  his¬ 
tory.  Marx  dates  the  origin  of  capi¬ 
talism  in  the  sixteenth  century,  and 
defines  capitalism  as  a  system  of  a 
twofold  commodity  relationship.  First, 
all  productive  activity  is  centered  on 
making  commodities,  that  is,  goods 
for  sale  at  a  pjofit.  Second,  for  the 
first  time  in  history  the  worker  ap¬ 
pears  in  the  market  as  a  free  agent  to 
sell  his  labor  power  as  a  commodity. 
Deprived  of  the  capital  indispensable 
in  gaining  his  livelihood,  he  is  forced 
to  hire  out  to  the  capitalist.  This  dual 
commodity  relationship  is  to  Marx  the 
mainspring  of  the  innermost  workings 
of  capitalism,  the  source  of  its  early 


strength,  the  cause  of  its  fatal  weak¬ 
nesses,  and  the  breeder  of  its  grave¬ 
diggers.  The  analysis  of  these  claims 
is  lengthy  and  abstruse,  but  a  few 
notes  w'ill  have  to  suffice. 

At  the  heart  of  this  relationship  lies 
surplus  value.  Marx  teaches  that 
goods  exchange  for  each  other  in  pro¬ 
portion  to  the  amount  of  labor  time 
normally  spent  on  their  production, 
including  the  labor  time  emlwdied  in 
the  used  up  materials  and  the  wear 
of  fixed  capital.  If  the  wages  paid 
the  laborer  per  day  represent  commod¬ 
ities  embodying  five  hours  of  labor, 
he  ought  to  work  only  five  hours  a  day 
in  order  to  earn  his  living.  But  inas¬ 
much  as  the  capitalist  owns  the  means 
of  production  so  vital  to  the  lalwrer, 
he  exacts  a  tribute  from  the  laborer 
by  making  him  work  eight  hours  a 
day.  The  three  extra  hours  are  sur¬ 
plus  value,  the  measure  of  the  exploit¬ 
ation  of  the  laboring  class.  All  in¬ 
come  of  the  upper  class  —  all  profit, 
interest  and  rent  —  derives  from  the 
surplus  value  filched  from  the  workers. 

These  features  of  capitalism  set  in 
motion  a  complex  of  developments 
which  sign  the  doom  of  the  system. 
The  wealth  accumulated  out  of  sur¬ 
plus  value  is  in  the  form  of  constant 
capital  —  plant,  machinery  and  mate¬ 
rials.  Accordingly  as  accumulation 
proceeds,  the  scale  of  production,  that 
is,  the  size  of  firms,  becomes  larger. 
Too,  as  capitalists,  in  their  passion  for 
profits,  compete  with  each  other  they 
eliminate  one  another  until  each  in¬ 
dustry  is  in  the  hands  of  a  few  colos¬ 
sal  firms.  Thus  in  its  later  stages 
capitalism  is  honeycombed  with  mo¬ 
nopolies,  ripe  for  the  easy  expropria¬ 
tion  by  the  socialist  state.  “The  ex¬ 
propriators  are  expropriated.” 
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With  the  progress  of  capital  accu¬ 
mulation  the  volume  of  investment  in 
a  firm  rises  in  proportion  to  the  out¬ 
lay  in  wages ;  in  other  words,  the  con¬ 
stant  capital  gains  faster  than  the  va¬ 
riable  capital.  Since  the  volume  of 
surplus  value  varies  with  the  total  ex¬ 
penditure  on  wages,  the  rate  of  profit 
(the  surplus  value  divided  by  the 
mounting  investments)  begins  to  di¬ 
minish.  This  melancholy  phenome¬ 
non,  termed  “the  law  of  the  falling 
rate  of  profit,”  threatens  the  very  ex¬ 
istence  of  capitalism;  for  the  rate  of 
profit  is  the  life  impulse  of  the  system. 

This  is  not  all.  Animated  by  the 
mad  drive  for  profits  and  haphazard 
individual  production  without  the  co¬ 
ordination  of  social  planning,  capital¬ 
ist  activity  gluts  the  markets  from 
time  to  time  with  a  plethora  of  com¬ 
modities  which  cannot  be  sold  at  a 
profit;  and  the  system  is  rocked  with 
alternating  periods  of  booms  and  cri¬ 
ses.  Marx’s  theory  of  crises  stresses 
overproduction,  overinvestment,  ex¬ 
pansion  of  credit,  and  a  variety  of 
maladjustments;  and  it  anticipates 
now  vaguely  and  now  clearly  some  of 
the  views  of  prominent  modern  econo¬ 
mists  on  the  business  cycle.  Marx 
predicts  that  crises  will  steadily  grow 
in  severity,  finally  bringing  the  whole 
system  to  a  dramatic  standstill. 

But  the  direct  effects  of  capitalism 


fall  upon  the  proletariat.  The  long 
hours  of  work,  the  speed-up  of  the  ma¬ 
chinery,  the  unsanitary  conditions  and 
the  military  discipline  of  the  factory 
combine  to  reduce  the  life  of  the  la¬ 
borer  to  endless  toil  and  monotony. 
With  the  growth  of  capital,  the  ma¬ 
chine  is  constantly  displacing  the 
worker,  rendering  part  of  the  prole¬ 
tarian  population  superfluous  and 
swelling  the  ranks  of  the  “industrial 
reserve  army.”  Moreover,  the  fre¬ 
quent  crises  and  the  “relative”  decline 
in  the  total  wage  income,  inseparable 
companions  of  advancing  capitalism, 
make  certain  for  the  laborer  a  persis¬ 
tent  deterioration  of  his  plight.  The 
promise  of  capitalism  to  the  proleta¬ 
riat  is  “increasing  misery.” 

^Nfarx  teaches  that  the  contradic¬ 
tions  of  capitalist  society  will  be  re¬ 
solved  only  when  an  order  is  built 
where  production  is  for  use  and  not 
for  profit;  where  production,  so  far 
from  being  subjected  to  the  anarchic 
efforts  of  individual  capitalists,  will 
function  as  a  collective  enterprise  gov¬ 
erned  by  social  planning  and  bent  to 
the  common  good.  Only  in  a  com¬ 
munist  society  can  the  proletarian 
masses  find  their  salvation.  This  the 
proletarians  will  learn  to  understand, 
and  for  this  they  will  prepare  to  fight. 
Primitive  communism  was  the  first 
historical  thesis.  Modem  communism 
is  the  final  historical  synthesis. 
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There  is  lament  for  the  eco¬ 
nomic  theory  of  today  because  it 
is  not  sufficiently  helpful  in  solv¬ 
ing  the  pressing  problems  of  this  gen¬ 
eration  and  because  it  appears  to  jus¬ 
tify  existing  economic  practices  re¬ 
gardless  of  their  social  consequences.^ 
Some  economists,  however,  lament  for 
a  world  which  has  broken  from  the 
cast  they  have  so  painfully  imagined 
proper  for  it  and  predict  that  after 
an  inevitable  chastening  it  will  repent 
and  crawl  back  into  that  proper  mold, 
presumably  making  economists  once 
again  worth  their  salt.^  There  is  ap¬ 
parently  some  basis  for  the  remark  of 
a  prominent  American  economist  a 
decade  ago  that  economic  theory  went 
off  on  a  branch  line  after  Adam  Smith 
and  is  not  yet  back  on  the  main  track. 

Perhaps  such  lamenting  is  the  re¬ 
sult  of  a  failure  to  make  economics 
sufficiently  a  social  science.  !Much 
economic  theory  has  rested  either  up¬ 


on  assumed  “natural”  laws  or  upon 
an  assumed  set  of  institutional  proce¬ 
dures,  both  of  which  were,  in  fact, 
more  fanciful  than  real.  Insofar  as 
economic  theory  has  become  inextri¬ 
cably  intertwined  with  false  philoso¬ 
phy  and  false  psychology  and  with  an 
imaginary  institutional  framework,  it 
is  not  a  social  science,  but  rather  i 
sort  of  magic  “hocus”  likely  to  be  used 
for  protecting  vested  interests  and  ob¬ 
structing  adequate  social  control  over 
the  utilization  of  resources.  All  too 
frequently  economic  theory  seems  not 
to  have  been  formlated  with  scientific 
objectiveness  but  on  a  basis  of  what 
was  needed  to  give  support  to  existing 
practices.  That  it  has  been  found  of 
dubious  use  in  formulating  economic 
policies  should  occasion  no  surprise. 
As  one  economist  has  remarked :  “Eco¬ 
nomic  theory  is  not  the  parent  of  eco¬ 
nomic  policy ;  historically  the  converse 
has  been  true.”*  If  so,  economics  has 
not  been  developed  as  a  social  sci- 


1  "The  economic  theory  of  today.  It  is  alleged,  is  useless  because  It  is  unintelligible;  be- 
oauee,  after  all  their  arduous  studies,  the  economists  cannot  be  relied  upon  not  to  give  diamet¬ 
rically  opposite  diagnoses  and  prognoses  of  the  same  situation  (not  to  mention  the  incompaU- 
bUity  of  the  various  remedies  which  a  few  of  the  more  courageous  among  them  are  sometimes 
Induced  to  prescribe);  because  the  economists  feed  on  their  own  tails  by  busying  themselves 
with  the  analysis  of  Imaginary  worlds  which  they  have  themselves  invented;  and  Anally  because 
they  are  passing  off  as  the  result  of  purely  scientlAc  inquiry  what  is  in  reality  no  more  than  s 
partisan  advocacy  of  particular  social  policies.” — Barbara  Wootton.  “Lament  for  Economics,” 
p.  86. 

"In  view  of  these  things,  the  hope  that  an  advance  in  economic  knowledge  will  appreciably 
affect  actual  happenings  is,  I  fear,  a  slender  one.  It  is  not  likely  that  there  will  be  a  market 
for  our  produce.” — A.  Plgou,  "iS-esldential  Address,"  “EJconomic  Journal,"  Vol.  XLJX,  p.  881, 
June,  1939. 

8  See  F.  A.  von  Hayek,  "The  Trend  of  Economic  Thinking.”  Ek;onomlca,  Vol.  XIII,  pp.  181- 
137,  May,  1933. 

3  M.  J.  Bonn,  "Ekx>nomic  Policy,”  "Encyclopedia  of  the  Social  Sciences,”  Vol.  V,  p.  333. 
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ence;  it  has  been  apologetic  descrip¬ 
tion.  Putting  the  point  dogmatically 
but  accurately;  the  primary  concern 
of  a  social  science  is  the  adjustment 
of  institutions  to  achieve  social  objec¬ 
tives;  Bocid  science  is  the  pathology 
of  institutional  behavior.  Surely  in 
an  age  when  Man  exerts  such  tremen¬ 
dous  control  over  his  natural  environ¬ 
ment,  social  science  cannot  be  a  mere 
cataloging  of  human  customs ;  it  is  im¬ 
perative  that  the  social  environment 
be  subjected  to  equally  deliberate 
control. 

II 

The  basic  problem  with  which  eco¬ 
nomics  as  a  social  science  is  concerned 
centers  about  the  creation  and  use  of 
means  (resources)  to  obtain  the  re¬ 
quirements  for  socially  sanctioned  in¬ 
dividual  and  group  ends  (needs). 
Scarcity  is  a  reality  because  resources 
are  limited  in  quantity,  because  lei¬ 
sure  is  itself  desirable,  and  because 
human  beings  have  an  infinite  capac¬ 
ity  to  imagine  needs.  Scarcity  may 
also  be  due  to  a  failure  to  use  re¬ 
sources  effectively  and  to  a  failure  to 
produce  those  goods  which  would  make 
the  greatest  contribution  to  social  wel¬ 
fare.  Since  resources  are  not  suffi¬ 
cient  to  provide  for  all  the  needs,  they 
must  be  economized. 

Economic  theory  consists  of  the  ex¬ 
planation  of  the  conditions  under 
which  given  objectives  can  be  most 
effectively  achieved  by  the  utilization 
of  scarce  resources  through  social  or¬ 
ganization.  Economic  theory  is  there¬ 
fore  purposive,  and  it  is  essential 
that  those  economic  laws  or  principles 
which  are  fundamental  in  evaluating 
the  social  effectiveness  of  particular 
institutional  procedures  be  differenti- 

4  Pp.  11-12. 


ated  into  a  body  of  general  theory  that 
is  independent  of  any  economic  organ¬ 
ization.  The  failure  to  make  such  a 
differentiation  is  a  source  of  confu¬ 
sion  and  futility.  Gustav  Cassel  makes 
the  point  very  clear  in  his  Theory  of 
Social  Economy: 

“The  cooperation  of  men  for  the 
satisfaction  of  their  needs  requires  a 
certain  organization.  The  character 
of  this  organization  has  a  very  great 
influence  on  economic  phenomena. 
Certain  economic  processes  are  en¬ 
tirely  determined  by  the  form  of  the 
organization  of  the  economic  life; 
others  are  in  substance  independent  of 
it,  but  are  influenced  by  it  in  their  ex¬ 
ternal  features.  It  is  important  in 
economic  science  to  describe  as  such 
the  processes  which  are  essential  to 
every  economy,  and  also  to  point  out 
the  more  or  less  relative  independence 
of  economic  phenomena  of  the  forms 
of  economic  organization.  When  this 
is  not  done,  the  impression  is  apt  to 
be  given  that  the  economic  facts  are 
determined  entirely  by  the  particular 
organization  of  the  economy  and  have 
no  inherent  necessity.  In  face  of  the 
great  looseness  of  popular  ideas,  and 
even  of  political  discussion,  of  eco¬ 
nomic  questions,  it  is  the  main  task  of 
science  to  ascertain  the  economic  ne¬ 
cessities  and  show  how  man  in  his  eco¬ 
nomic  action  depends  upon  these  ne¬ 
cessities.”* 

Ill 

As  Cassel  suggests,  some  economic 
principles  are  applicable  in  all  human 
societies;  some  in  showing  the  condi¬ 
tions  essential  to  the  attainment  of 
specific  social  purposes;  others  in  un¬ 
derstanding  and  controlling  a  par¬ 
ticular  economic  organization.  Prin- 
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ciples  which  are  applicable  in  all  soci¬ 
eties  along  with  those  which  are  per¬ 
tinent  to  the  realization  of  broad  so¬ 
cial  objectives,  irrespective  of  the 
manner  in  which  economic  life  is  or¬ 
ganized,  provide  the  raw  material  for 
a  general  theory  approach  in  eco¬ 
nomics. 

Such  principles  as  those  of  diminish¬ 
ing  returns,  importance  (utility)  in 
consumption,  and  specialization  or 
ofimparative  advantage  are  in  reality 
based  upon  natural  phenomena  and 
operate  without  regard  to  time  or 
place.  The  whole  technique  of  mar¬ 
ginal  analysis  is  akin  to  the  analysis 
of  cause  and  effect  in  the  natural  sci¬ 
ences  and  is  absolutely  essential  in  any 
society,  however  organized,  that  makes 
an  effort  to  economize  its  resources. 
In  the  economic  process  it  is  necessary 
to  measure  the  relative  scarcity  of  the 
different  resources  in  accordance  with 
socially  sanctioned  needs.  This  is 
done  by  basing  their  prices  on  their 
respective  marginal  money  products. 
The  pricing  of  resources  is  not  only  a 
phase  of  their  correct  apportionment 
as  between  employments,  but  it  also 
enables  the  determination  of  least-cost 
combinations  in  production  and  thus 
minimizes  the  resource  cost  of  the  out¬ 
put.  Upon  these  universal  principles 
and  with  the  aid  of  marginal  analysis, 
the  fundamental  concept  of  economic 
equilibrium  is  constructed.  It  is  a 
concept  of  maximum  effectiveness  in 
securing  output  with  the  resources 
available,  and  that  is  simply  common 
.sense  in  any  human  society.  There 
are  three  conditions  essential  for  eco¬ 
nomic  equilibrium:  first,  a  full  uti¬ 
lization  of  available  resources ;  second, 
an  allocation  or  apportionment  of  re¬ 
sources  in  such  a  manner  that  the  mar¬ 


ginal  (money)  product  of  each  re¬ 
source  is  equalized  in  all  employ¬ 
ments;  and  third,  the  operation  of  idl 
production  units  at  the  least-cost  com¬ 
bination.  Scarcity  in  the  narrow  eco¬ 
nomic  sen.'se  is  thereby  reduced  to  a 
minimum. 

Sucb  a  concept  of  economic  equilib¬ 
rium  is  universally  applicable ;  it  rep¬ 
resents  merely  a  sensible  social  pur¬ 
pose  under  any  sort  of  institutional 
framework,  whether  individualistic  or 
collectivistic.  The  manner  in  which 
pricing  is  achieved,  whether  through 
“free  competitive  markets”  or  by 
price-fixing  boards  operating  in  the 
public  interest,  is  not  important,  the 
only  requisite  being  the  attainment  of 
an  economical  apportionment  and 
combination  of  resources.  The  signi¬ 
ficance  of  the  concept  of  economic 
equilibrium,  therefore,  does  not  rise 
or  fall  with  the  success  or  failure  of 
“competition,”  of  “free  corporate  cap¬ 
italism,”  or  of  “communism.”  There 
is  much  confusion  of  thought  on  this 
matter.  The  authors  of  an  outstand¬ 
ing  textbook  set  forth  their  assump¬ 
tions  as  “institutional”  economists 
with  admirable  frankness.  One  of 
these  assumptions,  however,  is  that 
“the  concept  of  a  normal  equilibrium 
should  be  discarded  as  a  basis  for  un¬ 
derstanding  the  economic  process  and 
that  maladjustments  in  economic  life 
are  not  to  be  regarded  as  departures 
from  an  assumed  stability.”®  Now  it 
is  quite  proper  to  discard  as  fantastic 
any  assumption  that  the  present  in¬ 
stitutional  framework  operates  to 
achieve  economic  equilibrium  even 
“normally”;  it  quite  obviously  does 
not.  But  that  failure  makes  it  even 
more  imperative  that  economic  theory 
emphasize  the  concept  of  equilibrium 


6  Donald  W.  McConnell  and  others,  "Economic  Behavior,”  "preface." 
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as  a  groal  in  resource  utilization.  The 
remedy  for  maladjustment  is  a  rigor¬ 
ous  analysis  of  its  cause  followed  by 
an  exercise  of  social  control  over  the 
economic  organization  so  that  it  will 
more  effectively  operate  to  attain  de¬ 
sired  goals.  Cassel  also  emphasizes 
this  point: 

“What  distinguishes  an  economy 
from  other  kinds  of  human  activity 
or,  rather,  characterizes  a  special  as¬ 
pect  of  human  activity,  is  not  that 
men  act  in  accordance  with  the  eco¬ 
nomic  principle,  but  that  their  con- 
duct  can  he  judged  from  that  point  of 
tdew,  and  that,  however  they  may  act, 
the  entire  economy  is  governed  by  the 
principle  of  scarcity — that  is  to  say, 
is  subject  to  the  unavoidable  necessity 
of  adjusting  the  needs  to  the  means  of 
satisfying  them.”* 

IV 

While  the  narrow  concept  of  eco¬ 
nomic  equilibrium  is  fundamental,  it 
by  no  means  encompasses  the  scope  of 
a  general  theory  approach  in  which 
the  purpose  is  to  explain  the  condi¬ 
tions  favorable  to  the  attainment  of 
generally  accepted  social  objectives. 
If  it  is  the  primary  aim  of  the  pres¬ 
ent  generation  in  the  United  States  to 
create  a  more  genuinely  democratic 
society  —  and  that  seems  a  reasonable 
assumption — then  mere  economic  equi¬ 
librium  is  no  guarantee  that  the  maxi¬ 
mum  well-being  will  be  achieved.  Be¬ 
fore  the  socially  most  important  goods 
can  be  produced,  resources  will  have 
to  be  actually  channeled  into  their 
production.  Xot  only  must  such  goods 
be  produced  but  they  must  also  be  con¬ 
sumed  by  those  whose  welfare  it  is 
considered  desirable  to  enhance.  Be¬ 
fore  a  maximum  per  capita  output  can 
be  secured,  the  relative  quantities  of 

•  n>i(i.,  p.  11. 


available  resources  must  be  adjusted 
to  that  end.  Such  adjustment  in¬ 
volves  population,  labor  and  educa¬ 
tion  policies,  a  balancing  of  the  in¬ 
terests  of  present  and  future  genera¬ 
tions  with  respect  to  the  accumulation 
of  produced  resources  and  the  con¬ 
servation  of  natural  resources.  Since 
economic  forces  in  the  modem  world, 
especially  technology,  are  subject  to 
such  tremendous  change,  a  national 
economy  must  consider  the  long  run 
or  probable  permanence  of  any  com¬ 
parative  advantage  which  would  lead 
to  regi  »r.al  and  national  specializa¬ 
tion.  Since  a  machine  age  is  possible 
only  wiu\  a  high  degree  of  specializa¬ 
tion,  necessitating  a  pervasive  use  of 
pricing  throughout  the  economic  pro¬ 
cess,  pricing  policies  under  conditions 
of  changing  supply  and  demand  as 
well  as  the  characteristics  of  a  satis¬ 
factory  money  system  are  pertinent 
considerations.  Economic  equilibrium 
is  therefore  only  a  phase  of  a  broader 
concept  of  social  equilibrium  which 
is  the  criterion  of  social  efficiency  in 
the  control  over  the  availability  and 
utilization  of  resources. 

Recognition  by  economists  of  the 
elements  which  constitute  welfare  is  a 
thoroughly  scientific  procedure.  Not 
that  economists  set  themselves  up  as 
authorities  on  the  matter;  objective 
standards  are  to  be  found  in  the  use 
of  a  “consensus”  of  those  whose  train¬ 
ing  and  experience  qualify  them  in  es¬ 
tablishing  the  minimum  requisites  for 
such  fundamental  needs  as  food,  shel¬ 
ter,  clothing,  leisure,  recreation,  health 
and  security.  A  useful  consensus  for 
food  requirements  could  be  obtained 
only  from  dietitians,  and  biochemists, 
whose  opinions  rest  upon  a  back¬ 
ground  of  scientific  research.  Other 
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types  of  needs  lend  themselves  to  sci¬ 
entific  appraisal  of  this  kind.  With 
an  understanding  of  needs  in  a  demo¬ 
cratic  society,  economists  have  the  re¬ 
sponsibility  of  explaining  how  they 
may  be  met. 

V 

Nevertheless  a  general  theory  ap¬ 
proach,  or  any  other,  loses  its  useful¬ 
ness  if  its  application  rests  upon  false 
assumptions.  A  valid  philosophy  of 
the  conditioning  and  dynamic  forces 
in  social  change  is  as  necessary  in  eco¬ 
nomics  as  in  any  social  science  claim¬ 
ing  intellectual  respectability.  That 
there  is  frequent  disregard  of  this  re¬ 
quirement  is  indicated  by  the  ease 
with  which  dubious  generalizations 
can  be  discovered  in  current  economic 
literature. 

Are  the  following  statements  really 
true  ? 

“A  free  market  makes  for  the  ut¬ 
most  possible  progress.” 

“The  essential  aim  and  purpose  of 
social  control  is  stability,  security, 
and  a  larger  measure  of  economic 
equality;  these  aims  are  definitely  an¬ 
tithetical  to  economic  progress.” 

“Kconomic  analysis  consists  of  trac¬ 
ing  the  conflict  situations  and  the  in¬ 
teractions  of  groups  in  their  struggle 
for  power  and  control.” 

Or  are  these  statements  more  accu¬ 
rate? 

“Biological  human  nature  does  not 
necessitate  the  existence  of  any  pai^ 
ticular  institutional  procedure,  cer^ 
til  inly  not  a  free  market,  as  essential 
to  progress.” 

“Control  over  the  social  environ¬ 
ment,  like  control  over  the  natural  en¬ 
vironment,  is  a  learning  process  in 
which  adjustment  of  the  institutional 
framework  to  the  needs  of  a  society  is 
the  product  of  inventive  intelligence; 
increasing  social  control  is  necessary 


for  economic  progress  conceived  as  the 
assimilation  of  technological  improve¬ 
ment  into  the  standard  of  living.” 

“Economic  analysis  consists  of  the 
development  of  the  general  theory  of 
resource  utilization  and  its  application 
to  the  operation  of  the  existing  social 
organization  in  which,  though  group 
conflict  is  recognized,  excessively  self¬ 
ish  interests  are  subordinated  to  the 
general  welfare  through  the  e.xercise 
of  the  sovereignty  of  the  State.” 

How  these  questions  are  answered 
is  of  tremendous  importance  to  those 
who  try  to  make  practical  use  of  eco¬ 
nomics.  Even  though  general  theory 
with  its  concepts  of  economic  and  so¬ 
cial  equilibrium  w’ere  adequately  de¬ 
veloped,  its  application  to  contempo¬ 
rary  problems  and  maladjustments 
would  be  stymied  if  an  existing  or 
imagined  institutional  framework  is 
assumed  to  be  the  only  proper  one. 
And  if  there  is  no  unifying  element  of 
common  purpose  in  human  society, 
economic  analysis  is  useful  only  in 
sharpening  the  weapons  for  conflict. 

To  summarize: 

A  general  theory  approach  is  essen¬ 
tial  if  economics  is  to  be  a  social  sci¬ 
ence.  It  would  include  an  analysis 
of  the  principles  and  functions  perti¬ 
nent  to  the  realization  of  minimum 
scarcity  without  regard  to  any  par 
ticular  economic  system. 

In  a  democratic  society  minimum 
scarcity  is  conceived  broadly  as  the 
maximization  of  welfare  through  the 
attainment  of  a  social  equilibrium  in 
the  use  of  resources. 

In  the  light  of  such  analysis  the 
operation  of  the  existing  economic  or¬ 
ganization  could  be  understood,  intel¬ 
ligently  evaluated,  and  hence  more 
adequately  controlled,  providing  a 
valid  philosophy  of  the  social  process 
prevails. 


HOW  EASY  ARE  “EASY  PAYMENTS”? 
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A  STUDENT  in  a  New  York 
City  adult  evening  class  in 
mathematics  has  provided  our 

text. 

The  teacher  said,  “Herman,  if  you 
find  that  you  have  $6.30  in  one  pants 
pocket  and  $15.50  in  another  pocket, 
what  have  you  ?”  “The  wrong  pants,” 
answered  Herman. 

That  suggests  the  plight  today  not 
only  of  several  million  men  and  wom¬ 
en  who  have  no  jobs,  but  also  of  sev¬ 
eral  million  employed  workers  whose 
assets  have  an  annoying  way  of  fall¬ 
ing  behind  their  liabilities.  If  a 
teacher  said  to  one  of  them,  “Suppose 
that  your  cash  account  shows  that  you 
received  $60  last  month  and  spent 
$52.30,  what  would  you  have?”  he 
would  have  to  answer,  sadly,  “The 
wrong  cash  account.” 

As  a  matter  of  fact,  a  large  propor¬ 
tion  of  the  families  of  the  United 
States  go  into  debt.  Either  wisely  or 
unwisely,  they  succumb  to  the  “easy 
pavment”  lure.  In  recent  years,  more¬ 
over,  consumer  debts  have  been  in¬ 
creasing  in  volume.  The  comprehen¬ 
sive  and  scholarly  study,  recently  com¬ 
pleted  by  Rolf  Nugent,  shows  that 
consumer  debts  in  1933  were  only  a 
little  more  than  four  billion  dollars, 

1  "Conmimer  Credit  and  Etconomic  Stability,' 
York.  1939. 


whereas  four  years  later  they  were 
more  than  twice  as  large.* 

This  rapid  growth  is  partly  the  re¬ 
sult  of  the  mad  scramble  for  the  con¬ 
sumer’s  dollar  of  the  money  lenders 
and  the  merchants.  Some  of  them 
try  to  out-shout  each  other  on  the  ra¬ 
dio  and  out-flare  each  other  on  the  bill- 
loards,  in  their  efforts  to  show  how 
easy  it  is  to  get  into  debt,  and  how 
trifling  are  the  troubles  which  any 
consumer  needs  have  with  “easy  pay¬ 
ments.” 

J ust  how  “easy”  are  easy  payments  ? 
Exactly  what  rate  per  month  on  up- 
paid  balances  do  consumers  pay  ?  What 
are  the  comparative  costs  of  borrowing 
from  credit  unions,  commercial  banks, 
industrial  banks,  licensed  personal  fi¬ 
nance  companies  and  illegal  lenders? 
And  what  are  the  comparative  costs 
of  borrowing  from  one  of  these  agen¬ 
cies  in  order  to  pay  cash  for  a  second¬ 
hand  car  and  buying  the  same  car  on 
deferred  payments  ?  Until  we  can 
answer  such  questions  as  these  with 
unemotional  arithmetic  instead  of 
with  glowing  slogans,  we  have  no 
means  of  telling  what  proportion  of 
the  outstanding  consumer  debts  of 
eight  billion  dollars  has  been  wisely 
incurred. 

’*  Rolf  Nucent,  Russell  Ssce  Foundation.  New 
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Perhaps  you  know  one  of  the  mil¬ 
lions  who  helped  to  lift  that  debt- 
structure  to  unprecedented  heights. 
Did  he  do  his  part  wisely  ?  The 
answer  depends  largely  upon  how 
much  it  cost  him  for  the  privilege. 
Yet,  in  a  majority  of  cases,  the  true 
costs  are  not  taken  into  account  when 
such  debts  are  contracted.  That  is 
partly  because  in  these  cases  the  con¬ 
sumers  don’t  even  try  to  find  out. 
Such  abstract  examples  in  calculating 
interest  rates  as  they  met  in  their 
school  days  are  so  remote  from  the 
problems  which  confront  them  in  bor¬ 
rowing  money  and  buying  goods  on 
instalments,  that  it  does  not  occur  to 
them  to  do  their  own  figuring  before 
they  sign  on  the  dotted  line. 

Furthermore,  even  if  they  w’cre 
wary  enough  to  try  to  do  their  own 
figuring,  they  would  be  confused,  more 
often  than  not,  by  difficulties  which 
have  been  naively  ignored  by  the  writ¬ 
ers  of  orthodox  textbooks.  The  instal¬ 
ment  sellers  have  a  dozen  ways  of 
making  the  true  costs  seem  less  than 
they  are ;  and  tomorrow  they  will 
think  of  new  ways.  The  illegal  money 
lenders  are  still  more  successfully  de¬ 
ceptive.  They  do  not  even  pretend  to 
let  a  victim  know  what  percentage  he 
is  required  to  pay.  These  outlaws 
seek  to  protect  the  poor  borrower  from 
the  harsh  realities  of  life,  from  the 
shock  of  finding  out  that  he  has  com¬ 
mitted  himself  to  pay  interest,  per¬ 
haps  for  the  rest  of  his  life,  at  a  true 
rate  of  240  per  cent  —  the  commonest 
rate  among  the  unlicensed,  unregu¬ 
lated  loan  sharks. 

Only  occasionally  do  instalment 
sellers  soar  to  such  heights;  yet  even 
the  sellers  of  .second-hand  cars,  furni¬ 


ture,  fur  coats  and  radio  sets,  if  they 
computed  carrying  charges  on  the  ba¬ 
sis  of  the  true  cash  price,  instead  of  a 
fake  cash  price,  w’ould  have  to  admit 
that,  in  a  majority  of  cases,  the  carry¬ 
ing  charges  are  in  excess  of  30  per 
cent  a  year.  That  is  true  at  least  of 
the  cases  which  were  investigated  un¬ 
der  authority  of  a  Special  Commis¬ 
sion  of  the  ^fassachusetts  General 
Court.^  And  in  nearly  all  these  cases 
the  investigators  had  to  do  their  own 
figuring.  The  salesmen  did  not  even 
know  the  true  answer  to  such  a  simple 
and  pertinent  question  as  “What  rate 
per  month  on  the  unpaid  balance  am 
I  required  to  pay?” 

In  point  of  fact,  the  only  widely- 
used  time-payment  plan  which  re¬ 
quires  a  simple,  correct  answer  to  that 
question  is  the  one  prescribed  in  the 
Uniform  Small  Loan  Law.  A  money 
lender  who  is  licensed  under  that  law 
must  tell  the  truth  about  his  rates  or 
lose  his  license.  If  the  rate  on  a  loan 
of  fifty  dollars  is  three  per  cent  a 
month  on  the  unpaid  balance,  he  must 
call  it  three  per  cent.  He  is  not  al¬ 
lowed  to  induce  pleasant  dreams  by 
substituting  such  soporific  phrases  as 
“nominal  charges,”  “convenient  budg- 
ei  plan”  and  “easy  payments.”  Nor 
is  he  permitted  to  lift  the  three  per 
w-nt  to  nearly  six  per  cent  by  the  pro¬ 
cess  known  as  di.scounting.  Nor  can 
he  add  charges  as  penalties  for  late 
payment,  or  to  cover  the  costs  of  in¬ 
vestigation,  or  insurance,  or  attorney’s 
fees.  In  fact,  if  all  time-payment 
]*lans  were  under  regulations  .such  as 
tliose  which  govern  licensed  lenders  in 
the  tw’enty-eight  states  wdiich  have  the 
Uniform  Small  Loan  Law,  there 


2  “Report  of  the  Committee  on  Consumer  Credit,”  Commonwealth  of  Massachusetta,  State 
House,  Room  24,  Boston,  Massachusetts,  1936,  26c. 
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would  be  no  need  for  special  courses 
in  the  schools. 

As  it  is,  the  consumer  must  be  al¬ 
ways  on  his  guard.  Yet  few  men  and 
women  who  were  graduated  from 
school  a  decade  or  more  ago  know  how 
to  figure  out  for  themselves  what 
rates  they  actually  do  pay.  The  arith¬ 
metic  which  they  learned  in  school  is 
not  responsive  to  their  needs,  as  they 
li.sten  to  the  glib  instalment  salesman, 
who  assures  them  earnestly  that  on 
this  beautiful  seal  coat  “there  actu¬ 
ally  are  no  carrying  charges  at  all.” 
The  buyers  are  as  helpless  in  the  face 
of  the  no-carrying-charge  lie  as  they 
are  in  the  face  of  the  scal-cont  lie. 
Partly  for  these  reasons,  literally  mil¬ 
lions  of  families  during  the  current 
year  either  have  paid  more  for  credit 
than  they  need  to  pay  or  have  paid 
more  than  it  is  worth  to  them. 

Recently,  however,  many  schools 
have  made  strides  toward  adapting 
their  courses  in  arithmetic  to  the 
shopping  and  borrowing  world  in 
which  we  live.  To  cite  a  single  in¬ 
stance,  during  the  past  two  years  the 
pan.phlet,  “One  Hundred  Problems 
in  Consumer  Credit,”®  has  been 
adopted  for  class  use  by  several  hun¬ 
dred  junior  and  senior  high  schools 
and  by  colleges  which  offer  courses  in 
the  mathematics  of  finance.  All  the 
problems  in  this  pamphlet  come  di¬ 
rectly  from  the  marketplace.  They 
are  precisely  those  which  the  students 
and  more  particularly  their  mothers 
and  fathers  meet  every  day,  without 
sufficient  equipment  for  solving  them 
—  often  without  sufficient  knowledge 
to  be  aw’are  that  the  problems  exist. 

The  eight  billion  of  outstanding 
consumer  debts  were  incurred  in  many 


ways.  The  largest  in  volume  are  con¬ 
nected  with  retail  charge  accounts. 
Next  in  volume  are  the  debts  which 
are  based  on  credit  extended  by  mer¬ 
chants  who  sell  goods  on  time  and  by 
companies  which  finance  such  sales. 
Third  in  volume  are  the  debts  which 
arise  from  cash  loans.  Of  these,  in 
the  latest  year  for  which  we  have  com¬ 
plete  statistics,  loans  outstanding  of 
credit  unions  were  about  92  millions, 
of  industrial  banks  about  220  millions, 
and  of  licensed  personal  finance  com¬ 
panies  about  351  millions.  These 
three  legal  agencies  operate  under 
laws  which  are  designed  to  enable 
them  to  compete  successfully  with  il¬ 
legal  loan  sharks.  Nevertheless,  it 
appears  that  the  loan  sharks,  with 
their  customary  charge  of  240  per 
cent  a  year,  have  increased  their  loans 
outstanding  in  four  years  from  about 
24  millions  to  about  76  millions  —  a 
gain  of  over  200  per  cent.  So  it  is 
evident  that  these  outlaws  are  collect¬ 
ing  in  illegal  charges  from  the  poorest 
and  most  helpless  of  our  people  more 
than  100  million  dollars  a  year.  Even¬ 
tually  this  large  volume  of  business 
in  human  destitution  and  despair 
would  be  reduced  if  every  class  in 
arithmetic  figured  the  charges  on  a 
number  of  recent,  actual  loans  by  these 
bootleg  operators. 

One  reason  why  the  loan  sharks 
thrive  is  that  three  out  of  four  of  the 
consumers  who  want  small  loans  can¬ 
not  provide  security  which  is  accept¬ 
able  to  commercial  banks.  The  risks 
are  high  and  the  expenses  per  dollar 
loaned  of  conducting  this  business  are 
also  high.  This  necessarily  is  re¬ 
flected  in  the  carrying  charges.  When 
a  bank  lends  a  million  dollars  for  a 


8  "One  Hundred  Problem*  in  Consumer  Credit,**  Charles  MerRendahl  and  LeBaron  R. 
Potter,  Poliak  Foundation  for  Economic  Research.  Newton,  Massachusetts,  1938,  10c. 
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few  months  to  a  firm  of  high  credit 
standing,  to  be  repaid  in  a  single  pay¬ 
ment,  the  bank  with  surplus  deposits, 
on  which  it  pays  no  interest  at  all,  is 
happy  to  get  two  per  cent  a  year  on 
the  loan.  The  same  bank  would  not 
make  a  loan  of  $100  without  collat¬ 
eral,  which  most  consumers  could  not 
provide.  If  it  did  make  such  a  loan, 
it  would  have  to  investigate  the  bor¬ 
rower,  appraise  the  risks  involved, 
explain  the  loan  plan  carefully,  and 
at  length  prepare  a  budget  for  the 
Iwrrower,  keep  track  of  many  pay¬ 
ments,  mail  notices,  and  if  the  bor¬ 
rower  did  not  make  prompt  payments, 
seek  him  out  and  bring  pressure  to 
bear  upon  him.  The  expenses  of  all 
this  might  bo  so  high  that  the  bank 
could  not  even  cover  costs  at  a  rate  of 
30  per  cent.  These  facts  might  well 
be  taught  to  all  pupils. 

Are  the  charges  too  high  ?  We  must 
first  ask,  “Too  high  for  what?”  The 
carrying  charges  on  a  purchase  may 
be  too  high  to  justify  the  buyer  in 
making  the  purchase,  and  yet  too  low 
to  satisfy  the  dealer.  For  example, 
the  carrying  charges  on  an  automobile 


tire,  to  be  repaid  in  ten  weekly  instal¬ 
ments,  might  be  at  a  true  rate  in  ex- 
C083  of  60  per  cent  a  year,  yet  yield 
the  dealer  no  profit  at  all. 

Would  it  be  prudent  for  you  to  pay 
at  the  rate  of  60  per  cent  a  year  for 
the  privilege  of  getting  an  automobile 
tire  before  you  could  pay  cash  for  the 
tire?  Perhaps  it  would  be,  if  you 
were  running  your  own  taxicab  and 
could  do  no  business  at  all  without 
the  tire.  In  any  event,  whether  you 
borrow  money  or  buy  goods  on  time, 
you  are  the  only  one  who  can  tell 
whether  what  you  get  is  worth  to  you 
the  price  you  have  to  pay. 

But  —  to  return  to  our  central 
theme  —  you  can  tell  that  only  when 
you  know  just  how  easy  the  “easy  pay¬ 
ments”  are;  and  you  can  know  that 
only  by  means  of  cold  calculations  in 
arithmetic  which,  under  present  cir¬ 
cumstances,  you  have  to  perform  for 
yourself.  That  is  one  reason  why  so 
many  schools  nowadays  are  re-making 
their  courses  in  mathematics  by  start¬ 
ing  with  the  actual  consumer  credit 
cases  which  are  arising  every  day  in 
the  marketplace. 
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Economics  seems  to  have  won 
lehensraum  in  the  high  school 
curriculum  in  the  educationally 
progressive  areas  of  our  country.  It 
was  not  an  academic  war  or  behind- 
the-scenes  diplomacy  which  brought 
this  new  recognition  for  the  erstwhile 
“dismal  science,”  but  rather  the 
steady  pressure  of  events  in  the  last 
ten  years.  The  “earthquake  of  1929” 
uncovered  faults  in  our  economic 
structure  and  sent  both  government 
and  business  to  economic  advisors  for 
aid;  continuing  temblors  have  kept  us 
scurrying  to  refuge  in  new  legislation 
and  in  the  creation  of  dozens  of  new 
administrative  agencies,  largely  eco¬ 
nomic  in  character.  The  newspaper, 
the  radio,  the  public  forum  constantly 
remind  us  that  our  current  problems 
are  predominantly  economic.  This 
p:eneral  economic-awareness  has  per¬ 
meated  our  educational  system,  and  is 
showing  itself  in  a  new  emphasis  on 
Economics  in  the  high  schools. 

Experts  in  the  Economics  field  have 
written  with  clarity  and  conviction  on 
the  value  of  their  subject  in  the  high 
school  course  of  study.  As  a  part  of 
a  Problems  of  Democracy  course  its 
position  has  long  been  recognized. 
This  paper  presumes  to  reexamine  the 
question  from  the  angle  of  appraising 
Economics  as  a  distinct  field  of  study 


in  the  high  school  today,  this  year  of 
our  Lord  1940. 

Lack  of  available  national  statistics 
on  secondary  schools,  and  great  cur¬ 
ricular  variations  within  the  limits  of 
most  of  our  several  states  make  edu¬ 
cational  generalizations  unsound.  New 
York,  to  be  sure,  with  its  Regents 
Courses,  has  a  uniform  plan.  We 
have  seen  recent  surveys  of  Economics 
classes  in  New  Jersey  and  Minnesota 
high  schools.  Perhaps  others  have 
lK*en  made.  Prompted  by  curiosity 
rather  than  zeal  of  an  accurate  statis¬ 
tician,  we  have  made  a  sort  of  “gal¬ 
loping”  poll  across  the  country.  We 
have  questioned  heads  of  Social  Sci¬ 
ence  departments,  experienced  teach¬ 
ers  and  a  few  administrators  in  widely 
different  economic  areas  along  the  At¬ 
lantic  Seaboard,  in  the  Ohio  Valley, 
on  the  Gulf,  on  the  Great  Lakes,  on 
the  Rocky  Mountain  plateau,  and  on 
the  Pacific  coast.  In  four  widely  sep¬ 
arated  states  we  have  quizzed  heads  of 
departments  on  Economics  in  either 
a  university  or  a  liberal  arts  college 
to  determine  their  opinions  on  the 
value  of  Economics  as  a  distinct  sub¬ 
ject  in  high  school.  The  response  was 
generous  and  almost  without  excep¬ 
tion  enthusiastic.  In  several  cases 
with  the  replies  came  complete  syllabi, 
outlines  of  separate  units,  lists  of  rec¬ 
ommended  texts,  reports  on  special 
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laboratory  projects,  proposed  reading 
lists  for  teachers,  suggested  university 
courses  for  evenings,  Saturdays  and 
summers  for  teachers  whose  college 
Economics  work  was  a  hazy  memory. 

The  questions  to  high  school  teach¬ 
ers  were  in  part:  Is  Economics  taught 
as  a  separate  subject  ?  Do  you  prefer 
it  separate  or  as  a  part  of  a  modern 
problems  course?  Is  it  required  or 
elective?  If  taught  separately,  how 
much  time  is  devoted  to  it,  what  meth¬ 
ods  do  you  employ,  (problem,  labora¬ 
tory,  etc.),  what  is  the  pupil  response? 
What  special  value  does  Economics 
have  as  a  distinct  subject  today? 
What  preparation  is  required  of 
teachers  ?  Do  your  students  read 
newspapers  and  magazines  and  attend 
forums  ?  Have  you  seen  any  signs  of 
an  awakening  social  consciousness  ? 
The  questions  to  colleges  included : 
Do  you  recommend  teaching  of  Eco¬ 
nomics  as  a  distinct  subject  in  college 
preparatory  courses  ?  How  much  time 
would  you  devote  to  pre-college  study  ? 
What  advantage  or  disadvantage  is 
apparent  in  the  work  of  college  stu¬ 
dents  who  have  had  high  school  eco¬ 
nomics  ?  What  courses  w’ould  you  ad¬ 
vise  for  a  teacher  in  preparation  for 
high  school  Economics? 

In  the  dozen  or  more  areas  where 
teachers  were  interrogated.  Economics 
is  a  distinct  subject,  offered  for  one 
semester  in  the  senior  year,  and  in  all 
hut  one  case  an  elective  wnth  Ameri¬ 
can  history  a  prerequisite.  In  more 
than  half  of  the  schools  the  Economics 
course  has  been  a  separate  course  for 
less  than  ten  years.  There  is  evidence 
of  more  optimism  over  benefits  that 
accrue  to  both  teacher  and  student 
than  usually  prevails  today  in  n'gard 
to  other  high  school  subjects.  From 


an  alert,  w’ell-trained  Wyoming  teach-lHI 
ei  who  has  developed  his  own  course^ 
over  a  period  of  five  years  comes,  'W 
“From  my  own  personal  observations 
and  from  reports  of  students,  both  W 
those  w’ho  are  employed  and  those  who  k*^ 
are  in  college,  I  believe  I  have  some- 
thing  very  practical.  To  most  of  the 
pupils  the  course  is  extremely  inte^  " 
esting.  Many  parents  beeome  inte^ 
ested,  follow  the  progress  of  the  units 
and  discuss  the  problems  with  their 
children  at  home.  The  methods  of 
study  prove  to  be  a  valuable  training 
for  pupils  W’ho  do  further  study  either 
on  their  owm  initiative  or  in  college. 

I  believe  my  intelligent  students,  at 
the  end  of  the  year,  have  a  knowledge 
of  economic  institutions  far  beyond 
that  of  the  average  adult  individual 
in  the  community.” 

A  visit  to  a  class  in  a  Pittsburg 
high  school  renewed  the  writer’s  be¬ 
lief  that  graduates  need  not  go  forth 
hampered  by  misinformation  and  in¬ 
adequately  prepared  for  any  place  in 
an  economic  society.  Tinder  the  shad¬ 
ow'  of  the  University  with  its  library; 
four  long  blocks  from  a  great  Carne¬ 
gie  library ;  housing  a  good  library  of 
its  own,  and  sheltering  once  a  week 
one  of  the  best  Community  Forums 
in  the  country,  this  school,  to  be  sure, 
enjoyed  unusual  advantages.  The 
course  has  a  reputation  in  the  neigh- 
l)orhood  as  w'ell  as  in  the  school  for 
being  “stiff”  and  “lively,”  and  the  stu¬ 
dents  who  elect  it  are  for  the  most  part 
honor  students.  The  teacher  acknowl¬ 
edged  that  sometimes  the  course  of 
study  “went  out  the  window’”  so  great 
is  the  pressure  of  a  current  problem. 

A  principal  in  the  south  avers  that 
his  senior  Economics  classe.s  are  some¬ 
times  a  source  of  worry.  “If  the 
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teacher  is  well  equipped  and  the  stu¬ 
dents  normal  or  above  in  intelligence, 
things  go  well.  Since  the  course  is 
required  of  all  seniors,  we  get  some 
classes,  especially  under  a  teacher  with 
little  training,  that  have  many  bored 
clock-watchers  who  don’t  seem  to  know 
what  it  is  all  about.” 

From  a  school  where  plans  are  un¬ 
der  way  to  change  from  a  required 
semester  of  Problems  of  Democracy 
to  an  elective  semester  of  Sociology 
and  an  elective  semester  of  Economics 
comes,  “I  believe  Economics  deserves 
a  place  in  the  high  school  program. 
If  it  is  merely  sandwiched  between 
Sociology  and  Political  Science,  it  re¬ 
ceives  such  slight  emphasis  that  its 
importance  registers  with  only  a  few 
students  and  teachers.  An  understand¬ 
ing  of  the  growth  of  our  economic  sys¬ 
tem,  of  its  power  to  influence  legisla¬ 
tion,  and  of  its  significance  in  world 
relationships  is  of  prime  importance. 
If,  by  teaching  Economics  in  the  high 
school,  we  can  promote  this  under¬ 
standing,  and  I  believe  we  can,  by  all 
means  make  it  a  required  subject. 
Production,  Distribution,  Exchange 
and  Consumption  should  be  more  than 
terms  in  our  high  school  vocabulary. 
These  young  folks  will  have  to  func¬ 
tion  in  this  economic  system.  Why 
not  prepare  them  for  intelligent  par¬ 
ticipation  ?” 

Variety  in  methods  of  presentation 
and  in  requirements  for  successful 
completion  of  the  course  is  quite  ap¬ 
parent  upon  examination  of  the  syl¬ 
labi  and  several  outlined  units.  Some 
furnish  excellent  outlines  and  probing, 
stimulating  questions.  Others  give 
vocabulary  and  economic  concepts  lists 
as  long  as  one’s  arm  and  assignments 
of  required  reading  that  would  stag¬ 


ger  a  college  student.  Even  such  ma¬ 
terial,  judiciously  organized,  might 
“come  alive”  under  a  real  teacher. 

In  estimating  the  value  of  such  a 
course  the  basic  educational  ideals  ex¬ 
pressed  are  strikingly  similar:  The 
high  school  must  do  its  part  in  increas¬ 
ing  economic  literacy  in  order  to  de¬ 
crease  gullibility,  and  in  order  to  in¬ 
crease  social  responsibility.  Three  ex¬ 
amples  of  local  or  personal  coloration 
are  evident  in  the  following  comments : 
A  Californian  writes,  “We  include 
Economics  in  the  curriculum  to  teach 
the  coming  citizens  the  fallacy  of 
‘Ham  and  Eggs’.”  A  Pennsylvanian 
says,  “My  students  didn’t  need  to  wait 
till  the  Supreme  Court  threw  out  the 
first  AAA  and  the  NIRA.  They  knew 
why  they  weren’t  American  or  sound 
and  wouldn’t  work.”  And  in  another 
key,  “My  students  learn  that  much  of 
the  New  Deal  economic  legislation  is 
not  ‘crack  pot,’  but  the  lexical  result 
of  a  changing  economic  era.” 

The  colleges  consulted  offered  the 
criticism  that  high  schools  are  giving 
too  short  a  time  to  economics,  that  one 
year  should  be  a  minimum.  The  fault 
found  in  two  cases  with  high  school 
teaching  may  be  expressed  in  the 
words  of  one  of  the  professors,  “The 
most  glaring  of  the  faults  is  in  trying 
to  teach  theory  to  students  whose 
minds  are  not  mature  enough  to  see 
true  relationships.  This  inevitably 
leads  to  misconceptions  that  stay  with 
students  for  years.”  One  suggestion 
that  high  school  teaching  be  confined 
to  tracing  the  historical  development 
of  economic  thought;  another,  that  in 
a  year  a  student  could  little  more  than 
“cover  the  description  of  a  bank,  a 
farm,  the  steel  industry  and  all  the 
basic  industries,  for  ordinarily  the 
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students  know  nothing  of  any  indus¬ 
try  when  they  reach  college.” 

The  preceding  excerpta  from  this 
limited  and  superficial  poll  are  not  of¬ 
fered  as  proof  of  any  thesis.  To  the 
writer  they  serve  two  purposes:  they 
are  a  source  of  encouragement,  and 
offer  a  very  definite  challenge  in  an 
hour  when  courage  and  a  spur  to  ac¬ 
tion  are  sadly  needed,  ^fay  we  seem 
to  digress  for  a  moment  while  we  con¬ 
sider  the  need  for  finding  an  encour¬ 
aging  sign  on  the  horizon  of  the  sec¬ 
ondary  school  world  today? 

We  are  told  “the  high  school  is  a 
failure,  that  we  as  teachers  have  not 
met  our  responsibilities,  that  we  have 
not  aroused  lasting  interests  or  enthu¬ 
siasm  among  students  or  set  them 
along  roads  to  permanent  achieve¬ 
ment.”  Having  accepted,  as  social 
science  teachers,  a  large  share  of  the 
“modest”  task  of  training  responsible 
citizens,  we  acknowledge  no  great  suc¬ 
cess.  We  are  assailed  with  doubts  of 
ability  to  educate  all  the  children  of 
all  the  people;  we  know  we  have 
grown  soft  in  our  educational  philoso¬ 
phy  ;  we  fear  at  times  we  have  already 
surrendered  the  educational  fort  to 
the  radio  and  the  movie;  we  doubt  the 
jK)S8ibility  of  educating  for  political 
democracy  in  a  land  that  has  not 
learned  the  meaning  of  social  and  eco¬ 
nomic  democracy.  Is  the  picture  too 
gloomy  ?  Not  for  those  of  us  who  face 
the  daily  discouragements  of  the  met¬ 
ropolitan  high  school. 

Which  way  lies  help  ?  Certainly 
not  in  cynicism  or  in  pessimism. 
“What’s  the  use?”  or  “It’s  no  use” 
has  never  won  an  educational  victory. 
As  never  before  in  our  national  his¬ 
tory  we  as  teachers  need  to  face  our 
task  with  courage  and  conviction. 


Our  American  zone  of  safety  in  a 
chaotic  world  may  not  long  be  safe. 
Lin  Yu-’tang  wrote  recently,  “What 
threatens  civilization  today  is  not  war 
itself  or  destructions  of  war,  but  the 
changing  conceptions  of  life  values 
entailed  by  certain  types  of  political 
doctrine.”  Believing  still  that  democ¬ 
racy,  if  it  can  be  made  to  work,  repre¬ 
sents  today  the  highest  of  “life  val¬ 
ues,”  what  can  we  do  to  secure  it  and 
preserve  it  ? 

As  we  see  it,  the  greatest  threat  to 
democracy  is  in  two  forms  of  decay 
within :  first,  a  deterioration  of  demo¬ 
cratic  processes  through  a  continuation 
cf  economic  disorder  and  injustice; 
second,  a  softening  of  the  fibre  of  the 
individual  citizen  through  lack  of  self- 
discipline.  And  just  here  lies  our 
chance.  Close  to  7,000,000  boys  and 
girls  are  with  us  in  high  school  this 
year.  Only  one  in  ten  will  go  on  to 
college.  With  us  many  will  have  their 
last  formal  education,  or  with  us  a 
few  will  form  a  habit  of  self-education 
that  will  remain  with  them  always. 
C’an  we  hope  that  intellectually  imma¬ 
ture  adolescents  will  see  all  the  needs 
and  dangers  of  the  hour  as  we  see 
them?  Not  likely.  In  fact,  we  rather 
hope  not.  What  they  can  see  and  do 
see  is  the  economic  plight  of  their  own 
families,  or  their  neighbors,  their  own 
slim  chance  at  a  job  after  they  have 
graduated.  It  takes  little  teaching  to 
show  them  what  Albert  Einstein  meant 
when  he  called  our  present  civilization 
“a  monument  to  disorganized  distribu¬ 
tion.” 

Creating  a  new  generation  of  youth 
M’ho  have  “found  themselves”  through 
self-discipline  to  follow  this  so-called 
“lost  generation”  means  years  of  un¬ 
remitting  toil  on  the  part  of  both 
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teacher  and  student.  First  of  all,  the 
teacher  must  impose  on  himself  the 
sternest  of  disciplines.  No  curricu¬ 
lum  or  single  subject  holds  any  magic 
formula  for  successfully  disciplining 
youth.  Any  subject  with  an  organ¬ 
ized  body  of  facts  which  the  student, 
as  well  as  the  school,  finds  vital  is  a 
good  place  to  begin.  Economics  is 
such  a  subject.  It  would  indeed  be 
naive  to  conclude  that  the  study  of 
Economics  by  high  school  students 
will  transform  youth  and  save  a 
threatened  democracy.  We  make  no 
such  claim.  But  if  we  did,  the  idea 
would  be  no  less  fantastic  than  our 
belief  twenty  years  ago  that  we  could 
save  democracy  by  destroying  the 
youth  of  several  civilized  nations. 
What  we  do  maintain  is  that  the 
growth  of  interest  in  the  study  of  Eco¬ 
nomics,  the  publishing  of  much  vivid 
textbook  material,  the  organization  of 
vital  courses  by  good  teachers  is  an 
encouraging  sign  on  the  horizon. 

Its  service  in  the  American  high 
school  will  be  measured  by  the  extent 
to  which  teachers  and  students  accept 
the  challenge  to  hard  work.  Among 
the  Social  Sciences,  Economics  offers 
least  chance  for  simplification ;  it  can¬ 
not  safely  be  written  in  words  of  one 
syllable  for  morons  to  read  as  they 


run.  Until  wisdom  has  pointed  a 
better  way,  the  writer  believes  the 
course  should  be  stiff  and  elected  by 
honor  students  in  their  last  year  after 
at  least  one  year  of  American  History. 
When  we  are  ill,  we  do  not  select  a 
physician  from  the  mentally  unfit ;  we 
would  not  trust  his  diagnosis  nor  take 
his  prescription.  As  a  nation,  we  are 
economically  ill ;  under  the  democratic 
set-up  we  must  do  our  own  diagnos¬ 
ing;  make  our  own  prescriptions,  and 
fight  our  own  way  back  to  health.  If 
we  are  training  future  physicians  to 
help  to  heal  our  economic  malaise 
through  wise  legislation  and  efficient 
administration,  let  us  select  from  our 
best  material. 

And  finally  in  Economics  in  the 
high  school  we  find  another  hope.  In 
an  unique  fashion  it  reveals  the  inter¬ 
dependence  of  all  Americans,  of  all 
nations.  We  believe  James  Truslow 
Adams  was  right  when  he  declared 
that  what  we  need  is  not  a  new  Dec¬ 
laration  of  Independence,  but  a  new 
Declaration  of  Interdependence.  If 
we  have  been  too  optimistic  on  the  im¬ 
portance  and  the  benefits  of  Economics 
a.s  a  distinct  field  of  study  in  high 
school,  we  hope  we  may  be  allowed  to 
be  cheerful  until  time  proves  our  posi¬ 
tion  ill-founded. 
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SUBSTANTIAL  increases  in  the 
enrollment  in  educational  institu¬ 
tions  have  created  a  problem 
with  respect  to  the  construction  and 
scorinj]^  of  examinations  which  are 
adequate  in  content  and  length.  The 
discussion  which  follows  deals  with 
the  experience  wdth  the  use  of  the  ob¬ 
jective-type  of  examinations,  which 
has  been  devised  and  adopted  as  one 
of  various  means  of  coping  with  this 
diflSculty,  in  the  general  course  in  the 
Principles  of  Economics  at  the  Uni¬ 
versity  of  Minnesota. 

The  texts  in  the  course  are  Princi¬ 
ples  of  Economics,  by  F.  B.  Garver 
and  A.  II.  Hansen,  and  Problems  and 
Questions  on  the  Principles  of  Eco¬ 
nomics,  by  J.  K.  Langum.  The 
grades  in  the  course  are  based  on  class 
recitation,  several  essay  class  quizzes, 
a  number  of  assigned  written  prob¬ 
lems,  and  two  general  examinations 
on  the  texts  and  lectures  in  the  course, 
consisting  of  a  one-hour  mid-quarter 
examination  with  60  objective-type 
questions  and  a  two-hour  final  exami¬ 
nation  with  120  such  questions.  The 


bulk  of  the  objective-type  questions 
are  the  multiple-choice  type,  with  a 
few  matching  and  completion  ques¬ 
tions. 

An  analysis  was  made  of  a  repre¬ 
sentative  sample  of  fifteen  items  from 
the  sixty  items  which  constituted  the 
mid-quarter  examination  given  in  No¬ 
vember,  1038,  to  the  535  students  en¬ 
rolled  in  the  first  term  of  the  Princi¬ 
ples  of  Economics  course.  The  items 
selected  for  analysis  together  with  the 
correct  answers  are  given  below. 

(6)  1.  The  total  money  income  of 
the  people  of  the  United  States 
was  about;  (1)  $4  million  in 
1932;  (2)  $40  billion  in  1929; 
(3)  $65  billion  in  1032;  (t)  $40 
billion  in  1036;  (5)  $650  million 
in  1036;  (6)  $80  billion  in  1929. 

(7)  2.  Income  produced  minus  in¬ 
come  consumed  equals:  (1)  the 
monetary  value  of  the  work  of 
self-employed  housewives  and 
services  performed  by  individuals 
for  themselves  or  for  their  fami¬ 
lies;  (2)  the  portion  of  the  na¬ 
tional  income  expended  on  re- 


•  The  nature  of  the  course  and  the  method  of  grradina  were  presented  In  the  authors’ 
article  "Objective  Examinations  In  the  Course  in  the  Principles  of  Economics.”  "Education,” 
February,  1939. 
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placement  of  the  existing  stock 
of  capital  goods;  (3)  money  in¬ 
come  minus  real  income;  (4)  the 
portion  of  the  national  income 
expended  on  nondurable  consum¬ 
ers’  goods  and  services;  (5)  real 
income  minus  money  income; 
(6)  the  portion  of  the  national 
income  expended  on  durable  con¬ 
sumers’  goods;  (7)  net  additions 
to  and  deductions  from  capital 
accumulations. 

(6)  3.  Differential  costs  between 
various  competing  firms:  (1) 
tend  to  appear  because  of  the 
pressure  of  competitive  and  price¬ 
making  forces;  (2)  arise  only  in 
equilibrium  situations;  (3)  are 
never  due  to  a  combination  of  fa¬ 
vorable  circumstances  of  an  acci¬ 
dental  or  temporary  character; 
(4)  vitiate  the  principle  that  va¬ 
riable  agents  will  be  employed  to 
the  point  where  marginal  unit 
cost  equals  selling  price;  (5) 
arise  only  under  static  condi¬ 
tions;  (6)  are  due  to  the  failure 
of  instantaneous  adjustments  to 
the  changed  conditions  continu¬ 
ally  arising  in  a  highly  dynamic 
society. 

4.  This  question  deals  with  the 
combination  of  the  agents  of  pro¬ 
duction  in  the  internal  manage¬ 
ment  of  the  plant.  The  items  be¬ 
low  are  true: 

1.  for  both  the  marginal  en¬ 
trepreneur  and  the  superior  en¬ 
trepreneur. 

2.  for  the  marginal  entrepre¬ 
neur  but  not  the  superior  entre¬ 
preneur. 

3.  for  the  superior  entrepre¬ 
neur  but  not  the  marginal  entre¬ 
preneur. 


4.  for  neither  the  marginal 
entrepreneur  nor  the  superior  en¬ 
trepreneur. 

Identify  each  statement  or  situa¬ 
tion  by  placing  the  appropriate 
number  above  —  1,  2,  3,  or  4  — 
in  the  parentheses  before  each 
item  below: 

(1)  a.  the  point  of  lowest  variable 
unit  cost  coincides  with  the  point 
of  diminishing  average  returns. 

(2)  b.  variables  will  be  added  to  the 
point  where  marginal  unit  cost 
equals  total  unit  cost. 

(3)  c.  variables  will  be  added  past 
the  point  of  lowest  total  unit  cost. 

(1)  d.  the  point  of  lowest  total  unit 
cost  is  beyond  the  point  of  lowest 
variable  unit  cost. 

(4)  5.  If  the  fixed  factor  in  a  plant 
is  a  free  good:  (1)  variable 
agents  will  be  employed  to  the 
point  of  diminishing  total  re¬ 
turns;  (2)  more  units  of  the  va¬ 
riable  agents  can  be  added  before 
the  point  of  lowest  total  unit  cost 
is  reached  than  if  the  fixed  fac¬ 
tor  cost  something;  (3)  the  en¬ 
trepreneurs  would  not  employ 
variable  agents  to  the  point  where 
marginal  unit  cost  e<iuals  selling 
price;  (4)  the  point  of  lowest  to¬ 
tal  unit  cost  is  at  the  point  of 
diminishing  average  returns;  (5) 
the  variable  unit  coat  curve  coin¬ 
cides  with  the  marginal  unit  cost 
curve;  (6)  the  point  of  lowest 
total  unit  cost  lies  past  or  beyond 
the  point  of  lowest  variable  unit 
cost. 

6.  This  question  deals  with  the 
concept  of  elasticity  of  demand. 
The  items  below  pertain: 

1.  to  elastic  demand. 

2.  to  inelastic  demand. 
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3.  to  demand  which  has  elas¬ 
ticity  of  unity. 

Identify  each  statement  or  situa¬ 
tion  by  placing  the  appropriate 
number  above  —  1,  2,  or  3  —  in 
the  parentheses  before  each  item 
below: 

(3)  a.  marginal  revenue  is  zero. 

(1)  b,  quantity  demanded  increases 
from  100  to  105  when  the  price 
falls  from  $100  to  $99. 

(2)  c.  total  expenditure  of  consum¬ 
ers  on  the  commodity  decreases 
when  the  price  falls  and  quan¬ 
tity  demanded  increases. 

(1)  d.  the  demand  curve  moves  to 
the  right  faster  than  it  moves 
downward  when  plotted  on  loga¬ 
rithmic  scales. 

(4)  7.  The  nature  of  supply  is  such 
that:  (1)  the  marginal  incre¬ 
ment  of  supply  is  necessarily  fur¬ 
nished  by  one  seller;  (2)  final 
determination  of  retail  prices  lies 
solely  in  the  hands  of  the  sellers ; 

(3)  supply  refers  to  the  prices 
at  which  dealers  would  offer 
stocks  of  goods  not  already  in 
their  possession;  (4)  reservation 
prices  are  largely  estimates  on 
the  part  of  the  seller  of  the  prices 
the  market  will  pay  for  the 
goods;  (5)  reservation  prices  are 
rarely  changed  in  modern  com¬ 
petitive  markets;  (6)  the  princi¬ 
ples  of  price  applicable  to  supply 
without  re.servation  are  unimpor¬ 
tant  in  an  analysis  of  actual 
prices. 

(2)  8.  If  demand  decreases  and  sup¬ 
ply  remains  the  same:  (1)  sup¬ 
ply  is  reserved;  (2)  price  will 
fall  less  if  supply  is  reserved  than 


if  supply  is  unreserved;  (3)  price 
will  rise  to  the  point  where  quan¬ 
tity  demanded  equals  quantity 
supplied;  (4)  supply  is  unre¬ 
served;  (5)  there  will  be  no 
change  in  quantity  supplied  if 
supply  is  reserved;  (6)  there 
will  be  no  change  in  quantity  de¬ 
manded  if  supply  is  reserved. 

(6)  9.  A  rational  consumer  distrib¬ 
utes  his  purchasing  power  among 
the  various  commodities  and  serv¬ 
ices  in  such  a  way  that:  (1)  the 
marginal  utility  of  money  to  him 
becomes  zero;  (2)  the  marginal 
utilities  are  absolutely  equal ;  (3) 
the  marginal  utilities  to  him  are 
the  same  as  for  all  other  buyers; 

(4)  the  total  utilities  are  abso¬ 
lutely  equal;  (5)  the  marginal 
utility  of  money  to  him  is  the 
same  as  for  all  other  buyers;  (6) 
the  marginal  utilities  are  equal 
relative  to  the  prices  he  pays. 

Three  groups  of  students  were  cho¬ 
sen  on  the  basis  of  their  showing  in 
the  mid-quarter  examination  as  a 
whole  —  the  fifty  students  who  scored 
lowest,  the  fifty  students  whose  grades 
were  about  the  median,  and  the  fifty 
students  who  scored  highest.  Table  I 
shows  the  number  and  the  percentage 
of  students  in  each  of  the  three  groups 
who  answered  the  questions  correctly. 

The  “item  profiles”  for  these  ques¬ 
tions  clearly  indicate  that  the  items 
discriminate  between  the  three  groups 
of  students.'  Without  exception,  the 
number  of  correct  answers  in  the 
highest  group  is  greater  than  that  in 
the  middle  group,  and  the  number  of 
correct  answers  in  the  middle  group 
is  greater  than  that  in  the  lowest 


1  For  typical  proflles  of  a  good  Item,  a  poor  Item,  and  a  useless  Item,  see  Truman  L.  Kelley 
and  A.  C.  Krey,  “Tests  and  Measurements  in  the  Social  Sciences,"  New  York,  1934,  pp.  141-7. 
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Table  I. 


Item 


Number  of 
Correct  Anwers 


Percentage  of 
Correct  Answers 


Lowest 

Middle 

Highest 

Lowest 

Middle 

Highest 

1 

31 

38 

47 

62 

76 

94 

2 

15 

17 

33 

30 

34 

66 

3 

16 

21 

36 

32 

42 

72 

4a 

14 

26 

38 

28 

52 

76 

4b 

18 

23 

41 

36 

46 

82 

4c 

28 

39 

50 

56 

78 

100 

4d 

11 

19 

41 

22 

38 

82 

5 

7 

8 

28 

14 

16 

56 

fia 

17 

31 

35 

34 

62 

70 

fib 

32 

42 

47 

64 

84 

94 

6c 

19 

32 

41 

38 

64 

82 

fid 

22 

33 

46 

44 

66 

02 

7 

14 

40 

47 

28 

80 

94 

8 

16 

26 

43 

32 

52 

86 

9 

19 

40 

47 

38 

80 

94 

Mean 

19 

29 

40.9 

38 

58 

82 

group.  Likewise  the  “item  profiles” 
indicate  differences  in  the  difficulty  of 
the  questions  (relative  to  the  prepara¬ 
tion  and  knowledge  of  the  students). 
Questions  3,  5,  and  8  are  clearly  more 
difficult  than  questions  1,  4c,  and  fib. 
Questions  3,  5,  and  8  test  the  ability 
of  the  students  to  draw  fine  distinc¬ 
tions  in  economic  analysis.  Question 
1  tests  retention  of  factual  knowledge, 
question  4c  is  on  a  point  which  was 
stressed  in  the  text  and  in  the  class 
presentation,  and  question  fib  tests 
ability  to  perform  a  calculation  which 
had  been  stressed  in  problems  the  stu¬ 
dents  had  been  required  to  work  out. 

Although  the  number  of  correct 
answers  in  the  highest  group  is  greater 
than  that  in  the  middle  group,  and 
the  number  of  correct  answers  in  the 
middle  group  is  greater  than  that  in 
the  lowest  group,  the  question  may  be 
raised  properly  as  to  whether  the  dif¬ 


ferences  in  the  performance  of  the 
three  groups  upon  the  items  arc  signi¬ 
ficant.  Is  it  likely  that  the  differ¬ 
ences  in  performance  are  due  to 
chance,  rather  than  to  differences  in 
knowledge  among  the  three  groups  of 
students  ?  The  tests  of  significance  of 
estimates  from  small  samples  which 
have  been  devised  by  “Student”  and 
by  R.  A.  Fisher  enable  us  to  answer 
this  question. 

For  each  item  the  number  of  cor¬ 
rect  answers  in  the  lowest  group  is 
subtracted  from  the  number  of  correct 
answers  in  the  middle  group  (38  — 
31  =  7,  17  — 16  =  2,  and  so  on), 
and  the  number  of  correct  answers  in 
the  middle  group  is  subtracted  from 
the  number  of  correct  answers  in  the 
highest  group  (47  —  38  =  9,  33  — 
17  =  16,  and  so  on).  The  analysis 
is  made  for  the  fifteen  items  taken 
together  and  for  the  six  “worst”  items 
which  show  a  difference  of  less  than 
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ten.  Four  unique  samples  are  thus  ity).  Hence  the  conclusion  U  that 
obtained  and  the  t-test  may  be  used  to  the  diflferences  in  the  performance  of 
test  whether  or  not  the  means  of  these  the  three  groups  upon  the  items  are 
four  unique  samples  differ  signifi-  due  not  to  chance  but  to  significant 
cantly  from  zero.*  The  results  of  differences  in  knowledge  among  the 
this  test  are  presented  in  Table  II.*  three  groups  of  students. 

For  each  of  the  four  means  of  the  In  an  important  sense  our  proce- 
unique  samples  the  computed  value  of  dure  begs  the  question  as  to  the  val- 
t  is  greater  than  the  value  of  t  for  a  idity  of  the  objective-type  of  examina- 
P  of  .01  (and  for  three  means  of  the  tion  question.^  The  three  groups  of 
unique  samples  very  much  greater),  students  were  chosen  on  the  basis  of 
This  indicates  that  the  probabilities  their  showing  in  the  mid-quarter  ex- 
of  getting  by  chance  the  differences  amination  as  a  whole.  Our  procedure 
on  the  fifteen  items  and  even  on  the  has  shown,  therefore,  not  that  the  rep- 
six  “worst”  items  between  the  highest  resentative  items  selected  for  analysis 
group  and  the  middle  group  and  be-  discriminate  among  students  on  the 
tween  the  middle  group  and  the  low-  basis  of  their  knowledge  of  “Princi- 
est  group  are  considerably  less  than  pies  of  Economics”  in  general,  but 
one  out  of  a  hundred  (and  for  three  that  the  items  selected  for  analysis 
means  an  extremely  small  probabil-  discriminate  among  students  on  the 


Xnmher  of 

Table  II. 

Highest  and 

Middle  and 

Item^ 

Middle 

Lowest 

15 

t  =  8.142  v=14 

t  =  6.085  v=14 

P  =  .01  when  t  =  2.977 

P  =  .01  when  t  = 

2.977 

6 

II 

b 

<1 

II 

t  =  4.186  v=5 

P  =  .01  when  t  =  4.032 

P  =  .01  when  t  = 

4.032 

1  R.  A.  Fisher,  “SUUatical  Methods  for  Research  Workers.”  Fourth  edition,  London,  IMZ. 
pp.  111-S;  O.  U.  Yule  and  M.  O.  Kendall,  "An  Introduction  to  the  Theory  of  Statistics,”  Elev¬ 
enth  edition,  London.  1937,  pp.  434-43;  F.  C.  Mills,  “Statistical  Methods,”  Revised  edition.  New 
York,  IMS,  pp.  S98-S07.  The  slirniflcance  of  the  mean  of  the  differences  regarded  as  a  unique 
sample  has  been  tested  rather  than  the  signiflcance  of  the  differences  between  the  means  for 
the  three  groups  of  students  because  of  the  high  positive  correlation  between  the  numbers  of 
correct  answers  on  the  several  items  (see  Fisher,  op.  cit.,  pp.  118-9). 

S  T  =  number  of  degrees  of  freedom. 

P  =  the  probability  of  getting  a  t  value  as  great  as  or  greater  than  the  observed  t  value 
purely  by  chance. 

T— 0 

t  = - 

8— 

X 

8  2 

8  _  s 

X  n 

—  2 

2  2(x— X) 

s  = - 

n  —  1 

—  2* 

n 

X  =  X  —  X 
1  2 

4  Cf.  Kelley  and  Krey,  op.  cit.,  pp.  141-2. 
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basis  of  their  knowledge  of  “Princi¬ 
ples  of  Economics”  as  manifested  by 
the  showing  of  the  students  in  the 
mid-quarter  examination  as  a  whole. 
There  is  ample  evidence,  however, 
that  the  showing  of  students  in  the 
objective  examinations  corresponds 
very  closely  to  their  showing  in  class 
work,  problem  work,  and  essay  quizzes 
given  in  the  various  sections.  It  is  a 
reasonable  conclusion,  therefore,  that 
the  objective  examinations  clearly  and 
significantly  discriminate  among  stu¬ 
dents  on  the  basis  of  their  knowledge 
of  “Principles  of  Economics”  as  the 
course  is  presented  at  the  University 
of  Minnesota. 

The  case  for  the  use  of  carefully 
prepared  objective  examinations  does 
not  by  any  means  rest  upon  grounds 
of  administrative  expediency  alone.® 
The  objective  examination  is  an  ex¬ 
cellent  test  of  exact  information.  The 


fine  discriminations  in  many  of  the 
multiple-choice  questions  and  match¬ 
ing  questions  permit  the  measurement 
of  understanding  as  well  as  retention 
of  specific  information.  The  use  of 
the  objective  examination  makes  pos¬ 
sible  more  complete  and  adequate  cov¬ 
erage  of  the  material  in  the  course 
than  was  ever  possible  with  the  essay 
examinations  of  a  former  day.  At  the 
same  time  certain  dangers  and  limita¬ 
tions  in  connectimi  with  the  use  of 
objective  examinations  must  not  be 
forgotten.  Great  care  must  be  taken 
in  the  preparation  of  the  objective- 
type  questions  to  make  them  clear  and 
unambiguous.  Skill  in  clear,  coher¬ 
ent,  and  cogent  expression  will  be  seri¬ 
ously  impaired  by  the  exclusive  use 
of  the  objective  examination.  A  care¬ 
ful  combination  of  objective  examina¬ 
tions  with  essay  class  quizzes,  class 
recitations,  and  problem  work  affords 
the  best  results. 


S  8««  Kelley  and  Krey.  op.  clt,  pp.  96-108.  for  an  evaluaUon  of  new-  and  old-type  tefita. 


thp:  cooperative  movement  in  japan 

Totohiko  Kaoawa 

TOKYO,  JAPAN 

Toifohiko  Kaftatrn  in  the  trell-knotcn  Japaneae  grhular  trho  m  famouK  for  hit  work 
among  the  poor,  particularly  in  the  $lums  of  Kobe.  Trained  at  Meiji  Oaknin  College 
and  Kobe  Theological  Seminary  in  Japan,  and  haring  ttudied  in  the  United  8tate$  at 
Prineeion  Unireraity,  Dr.  Kagaxca  in  one  of  the  mo»t  influential  leaderg  of  the  Orient; 
bt>i  unlike  Hu  Shih  or  Oandhi,  he  is  a  Christian.  He  returned  to  the  United  States  on 
a  tfisit  several  years  ago,  and  teas  enthusiastically  received  in  many  churches  through¬ 
out  the  country.  Some  one  has  said  of  him,  “A'af/aira  is  a  prophet  irithout  a  beani, 
a  Mussolini  tcithout  authority,  a  Oandhi  irithout  a  press-agent  and  without  the  local 
color  of  goat,  loin  cloth  and  loom.”  Kngmra  lists  among  his  writings  a  book  entitled 
“Fundamentals  of  Planned  Economics.”  He  has  helped  to  organize  the  Labor  Federa¬ 
tion  (1918),  the  Farmers'  Cooperative  (1922),  and  the  Industrial  Young  Men's  Associa¬ 
tion  (1928).  He  was  a  member  of  the  Imperial  Economic  Conference  in  1924,  and  head 
of  the  Social  Bureau  of  Tokyo  in  1929.  Author,  social  worker,  Christian  preacher.  Dr. 
Kagawa  contributes  an  interesting  article  on  the  cooperative  movement  in  Japan. 

— J.  S.  R. 


The  cooperative  movement  in 
Japan  may  be  said  to  have  a  dual 
personality.  On  the  one  hand, 
there  is  the  semi-official  government 
movement  which  leasts  of  a  coopera¬ 
tive  society  in  every  community,  and 
on  the  other  hand  there  is  within  the 
larger  movement  a  much  smaller  one 
which,  based  on  Rochdale  principles, 
is  imbued  with  Christian  motives  of 
mutual  service  and  helpfulness.  Af- 
t(‘r  a  brief  outline  of  the  development 
and  growth  of  the  general  movement, 
I  shall  tell  in  detail  the  inspiring 
story  of  this  smaller  movement. 

C<K)perativea,  or  Financial  Aid  So¬ 
cieties,  were  known  to  exist  in  Japan 
as  far  back  as  the  years  1080-1300. 
These  early  mutual  aid  societies  were 
organized  for  the  especial  benefit  of 
families  and  clans,  but  gradually  they 
expanded  to  include  others.  After  a 
decline  of  a  few  hundred  years  they 
were  revived  in  1600  and  flourished 
for  a  time,  but  again  suffered  a  re¬ 
lapse.  In  1843  the  famous  Ninomiya 


Sontoku  founded  a  society  known  as 
ITotokusha,  which  was  in  the  nature 
of  a  Credit  Cooperative  Society.  It 
was  started  in  the  town  of  Odawara 
with  10  memlx'rs  and  a  capital  of  160 
yen.  Present-day  Japanese  coopera¬ 
tives  are  built  on  this  foundation  and 
in  almost  all  cooperative  society  build¬ 
ings,  a  portrait  of  Ninomiya  is  dis- 
])layed. 

Between  the  years  184.5  and  18,50 
there  were  040  cooperative  organiza¬ 
tions  in  seven  prefectures,  but  after 
the  death  of  Ninomiya  there  was  a 
dearth  of  leaders  and  many  coopera¬ 
tives  failed.  In  1870  a  Silk  Thread 
Sales  Association  was  formed  in  Gum¬ 
ma  Prefecture  that  has  continued  to 
this  day,  as  has  also  a  Tea  Marketing 
Association,  which  was  organized  in 
1883  in  Shizuoka  Prefecture. 

In  1874  Viscount  Shinagawa  and 
Tosuke  Hirata,  returning  from  study 
in  Germany,  organized  a  Credit  Co¬ 
operative  Society  after  the  Schulze- 
Delitsch  plan.  In  1878  Takeoshi 
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Baba  wrote  an  article  in  the  Yubin 
Hochi  newspaper  urging  the  necessity 
and  wisdom  of  cooperatives.  His  ar¬ 
ticle  dealt  with  the  English  consumers’ 
cooperatives  and  the  Rochdale  prin¬ 
ciples.  Thus  for  the  first  time  was 
tlie  Rochdale  idea  introduced  into 
Japan,  and  in  1879  the  first  coopera¬ 
tive  of  this  type  w’as  established  in 
Tokyo.  In  subsequent  years  many  co¬ 
operatives  were  formed  but  all  were 
short-lived.  These  years,  however, 
were  not  idle  ones  and  the  “coopera¬ 
tive  spirit”  was  growing.  In  1897  a 
bill  for  the  control  of  industrial  co¬ 
operatives  was  introduced  in  the  Diet 
but  failed  to  pass.  Later,  on  March 
8,  1900,  a  bill  was  passed  which  be¬ 
came  law  on  September  first  of  that 
year  and  which,  with  modifications,  is 
still  in  force.  This  law  sanctions  four 
kinds  of  cooperatives:  credit,  market¬ 
ing,  purchasing,  and  utilities.  When 
the  law  was  passed  there  were  in  ex¬ 
istence  but  twenty-one  cooperative  so¬ 
cieties —  marketing,  one;  purchasing, 
two;  utilities  in  combination  with  sell¬ 
ing  and  purchasing,  two;  marketing 
and  purchasing,  three;  credit,  thir¬ 
teen.  In  the  next  five-year  period,  the 
number  of  cooperatives  had  increased 
from  21  to  1,671,  and  it  was  found 
necessary  in  1905  to  organize  a  cen¬ 
tral  cooperative  society. 

The  function  of  the  central  body  is 
threefold,  (1)  investigation  or  survey, 
(2)  organization,  and  (3)  education. 
The  membership  consists  of  regular 
members,  who  belong  to  local  coopera¬ 
tives  or  unions,  and  patrons,  who  ap¬ 
prove  the  cooperative  movement.  Fees 
for  regular  members  average  about  30 
yen  a  year  for  an  association  and  about 


10  yen  for  a  local  society.  Patrona 
make  voluntary  contributions.  The 
receipts  of  the  central  society  are  ap¬ 
proximately  40  per  cent  from  fees,  31 
per  cent  from  government  subsidy,  and 
the  balance  from  subscriptions  or 
miscellaneous  sources,  such  as  the  in¬ 
come  from  the  magazine  “le  no  Hi- 
kari”  (Light  of  the  Home).  This 
magazine,  which  has  the  largest  sub¬ 
scription  of  any  magazine  in  Japan 
(1,373,000),  is  the  means  by  which 
the  central  association  keeps  in  con¬ 
tact  with  local  associations  and 
through  which  its  educational  policy 
is  disseminated. 

Branch  associations  are  formed  in 
each  prefecture,  the  Governor  of  the 
prefecture  being  the  president.  About 
70  per  cent  of  the  cooperative  societies 
in  J apan  are  credit  cooperatives.  These 
are  encouraged  by  the  government 
as  instruments  of  social  service.  These 
cooperatives,  however,  must  assume 
either  limited  or  full  liability,  or  else 
some  guarantee  must  be  provided.  As 
stated  above,  although  there  were  only 
21  societies  in  1900,  in  1937,  the  year 
for  which  the  latest  statistics  are  avail¬ 
able,  there  were  14,612  societies  with 
a  membership  of  6,275,466.  In  addi¬ 
tion  to  these  there  are  many  other  so¬ 
cieties  that  have  no  government  recog¬ 
nition.  As  each  member  may  be  said 
to  represent  a  household  and  as  the 
average  family  in  Japan  has  about  five 
members,  we  may  say  roughly  that 
about  half  the  population  of  Japan 
proper  belongs  to  some  cooperative  so¬ 
ciety.  Today  it  is  easily  the  largest 
organization  in  Japan  and  it  is  of  tre¬ 
mendous  social  as  well  as  political  sig¬ 
nificance. 
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While  living  and  working  in  the 
slums  of  Kobe,  I  learned  that  there 
could  be  no  permanent  improvement 
in  the  life  of  the  unfortunate  people 
of  Japan,  or  of  any  other  country,  un¬ 
til  the  entire  economic  system  was 
changed.  As  I  studied  these  possi¬ 
bilities,  I  became  convinced  that  the 
cooperative  system  was  the  sane  and 
Christian  way,  and  so  I  became  a  stu¬ 
dent  of  cooperation.  I  saw  many  co¬ 
operative  societies  at  work  in  Japan 
and,  though  I  admired  their  achieve¬ 
ments,  I  was  aware  that  because  of  a 
somewhat  bureaucratic  directorship 
they  were  not  realizing  the  possibili¬ 
ties  of  cooperation.  I  determined  to 
strive  to  educate  the  people  until  they 
thoroughly  understood  the  Rochdale 
principles  and  then  to  help  them  or¬ 
ganize  cooperatives  that  were  defi¬ 
nitely  of  themselves  and  for  them¬ 
selves. 

On  November  11,  1920,  we  organ¬ 
ized  in  Osaka  a  consumers’  coopera¬ 
tive  for  laborers,  and  in  1921  a  simi¬ 
lar  society  was  founded  in  Kobe.  Just 
four  days  before  our  Osaka  society 
was  formed,  a  consumers’  cooperative 
for  laborers  was  organized  in  Tokyo. 
While  both  groups  claimed  to  be  fol¬ 
lowing  the  Rochdale  plan  it  is  inter¬ 
esting  to  note  that  the  Tokyo  group 
turned  gradually  to  the  left,  deserting 
basic  cooperative  principles  for  a  more 
communist  -  flavored  program.  The 
Osaka  group,  on  the  other  hand,  con¬ 
tinues  to  the  present  day  as  a  con¬ 
sumers’  cooperative  of  laborers.  I 
think  this  may  perhaps  be  attributed 
to  the  more  thoroughly  solid  founda¬ 
tion  upon  which  we  built. 

Space  does  not  permit  me  to  de¬ 
scribe  the  development  and  growth  of 
local  societies,  nor  of  several  interest¬ 


ing  rural  projects.  Omitting  these,  I 
shall  tell  about  our  most  successful 
cooperatives  in  Tokyo. 

In  1925,  the  Christian  Industrial 
Young  Men’s  Association  working 
with  the  Laborers’  Cooperative  Union, 
started  the  Koto  Consumers’  Coopera¬ 
tive  in  Honjo,  one  of  Tokyo’s  busy 
industrial  centres.  The  membership, 
which  was  at  that  time  200,  has  in¬ 
creased  until  today  it  is  5,500.  The 
store,  started  in  a  small  building,  has 
spread  out  into  four  branch  stores, 
and  sponsors  four  nutritious  foods  dia- 
tributing  centres  as  well.  A  new 
w’arehouse  and  ofiice  building  was  com¬ 
pleted  in  September,  1939,  at  a  cost 
of  50,000  yen.  Beginning  with  a 
staff  of  one  (increased  as  necessity  de¬ 
manded  by  an  executive  committee, 
who  helped  with  delivery  before  and 
after  their  own  working  hours)  the 
society  now  employs  164  persons. 
From  a  business  that  amounted  for 
the  first  year  to  12,000  yen,  it  reached 
in  1939  a  mark  of  a  million  yen. 

Faced  with  the  fact  that  the  women 
who  w’orked  in  their  homes  had  to  de¬ 
vote  so  much  time  to  the  industries 
carried  on  there  that  they  could  not 
give  sufficient  time  to  the  preparatitm 
of  meals,  the  members  of  the  above- 
mentioned  cooperative  decided  in 
1936  to  start  a  Nutritious  Foods  Dis¬ 
tributing  Cooperative.  Membership 
is  for  units  of  ten  and  costs  50  yen 
per  membership  unit.  The  meals  are 
planned  by  a  dietitian  and  are  deliv¬ 
ered  hot  three  times  a  day  to  the 
homes  at  a  cost  of  40  sen  a  person  a 
day.  ^fenus  vary  considerably,  no 
single  menu  being  used  oftener  than 
once  a  month.  Each  person’s  daily 
|X)rtion  supplies  him  with  approxi¬ 
mately  2,800  calories.  Subsequently 
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three  other  kitchens  have  been  started 
in  near-by  localities,  the  four  serving 
a  total  of  12,000  meals  a  day. 

A  very  interesting  development  is 
the  combined  project  of  the  Consum¬ 
ers’  Cooperative  Store  and  the  Nutri¬ 
tious  Foods  Distributing  Centres. 
These  organizations  have  united  their 
efforts  in  the  building  of  a  summer 
house  on  the  sea  shore.  It  was  dedi¬ 
cated  and  formally  opened  on  July  22, 
1937.  With  accomodations  for  fifty 
|)eople,  it  is  intended  for  the  exclu¬ 
sive  use  of  members,  w'ho  for  a  small 
charge  can  use  it  for  picnics  or  for  a 
holiday  at  the  beach. 

Our  own  credit  cooperative  society 
is  unique,  I  think,  for  it  gives  its  mem¬ 
bers  not  only  banking  facilities  but 
the  privilege  of  pawming.  The  soci¬ 
ety  works  on  the  Raiffaisen  principle 
and  uses  a  large  portion  of  its  profits 
to  help  its  poorest  members.  When 
the  society  was  organized  in  1928,  it 
was  found  that  the  members  had  the 
pawning  habit  rather  than  the  bank¬ 
ing  habit.  It  w'as  decided  to  allow 
them  that  privilege  under  proper 
Christian  methods,  and  at  the  same 
time  to  educate  them  to  save  so  as  to 
<^bviate  the  necessity  of  pawning.  As 
part  of  the  educational  campaign,  a 
daily  5  sen  deposit  account  (maturing 
in  three  years)  is  encouraged.  Know'- 
ing  that  people  would  easily  postpone 
bringing  in  such  small  amounts,  the 
hank  sends  out  a  collector  who  makes 
the  daily  rounds. 

After  the  first  year  of  operation 
which  ended  in  the  “red,”  the  busi¬ 
ness  began  to  prosper  and  membership 
rapidly  increased.  Two  branch  soci¬ 
eties  have  been  opened  in  spite  of  the 
opposition  of  the  members  of  the 
Pawn  Brokers’  Association  w’ho  resent 


this  honest  trespass  on  their  preserves. 
The  following  table  shows  the  growth 
since  the  beginning: 

1928  1939 

(  money  terms  ( money  terms 
in  yen)  in  yen) 


^fembership 

385 

3,425 

Capital 

6,405 

59,448 

Reserve 

•  •  •  • 

26,417 

Loans 

•  •  •  • 

242,749 

Pawn  Loans 

8,248 

129,988 

Deposits 

2,285 

535,975 

Borrowed  Capital 

6,200 

24,023 

Profits 

539 

44,279 

Expenditures 

1,207 

33,257 

Loss  or  Gain  Loss  668  Gain  1,022 

As  in  other  countries,  the  cost  of 
medical  attention  is  a  heavy  burden 
for  the  middle  class  people  of  Japan. 
For  their  assistance  Dr.  Inazo  Nitobe, 
Dr.  Kato  and  I  planned  in  1931  for 
h  Medical  Cooperative  Society.  A 
cumpaign  was  launched  but  because  of 
the  opposition  of  the  Medical  Associ¬ 
ation  we  did  not  receive  Government 
sanction  until  May,  1932.  We  started 
to  work  in  a  rented  hotel,  which  was 
converted  into  a  hospital,  in  Septem¬ 
ber  of  that  year.  Work  was  carried 
on  for  almost  two  years  in  this  place 
but  when  the  majority  of  the  members 
were  found  to  come  from  Nakano,  it 
was  decided  to  move  all  the  hospital 
activities  to  the  little  branch  hospital 
that  had  already  been  opened  there. 
.\t  this  time  there  were  some  rural 
medical  cooperative  ventures  but  this 
was  the  first  one  in  Tokyo.  Believing 
that  if  we  were  successful  here  other 
jdaces  would  follow  our  example,  we 
have  put  much  money,  time  and  prayer 
into  the  project.  Our  thought  has 
proven  true  and  many  such  hospitals 
have  since  been  developed. 


440 


EDUCATION  FOE  MARCH,  1940 


The  first  building,  which  provided 
for  21  beds,  soon  outgrew  its  capacity 
and  in  1935  it  was  found  necessary 
to  build  a  new  wing,  making  it  a  hos¬ 
pital  of  51  beds.  A  nurses’  residence, 
with  equipment  for  a  baby  clinic,  was 
added  in  1936  and  in  1938  an  obstet¬ 
rical  aimex  was  built,  which  increased 
the  capacity  to  101  beds.  The  cost  of 
membership  is  10  yen,  which  entitles 
the  member  and  his  family  to  free 
medical  examination  and  hospitaliza¬ 
tion  at  about  one-third  the  rate  charged 
in  most  other  hospitals.  There  are 
now  12,233  members,  which  is  about 
46  per  cent  of  the  population  of  the 
Nakano  district.  A  new  clinic  has 
been  started  in  the  adjoining  ward  and 
several  thousand  members  have  been 
transferred  to  that  center.  Property 
for  a  new  hospital  has  been  bought 
and  as  soon  as  conditions  warrant,  a 
new  hospital  will  be  built  there. 
During  the  month  of  October,  1939, 
the  daily  average  at  the  hospital  was 
as  follows: 


Clinic 

319 

New  patients 

51 

Dispensary 

553 

In-patients 

73 

Homes  visited  by 

visiting  nurses 

37 

The  number  of  babies  born  during  the 
first  ten  months  of  1939  was  560.  The 
hospital  staff  consists  of  21  doctors 
(giving  full  time)  and  64  nurses. 

In  47  villages  national  health  in¬ 
surance  cooperatives  are  in  operation. 
These  societies  may  be  called  the  su¬ 
perstructure  of  the  cooperative  hospi¬ 
tal.  When  a  member  is  sick,  80  per 
cent  of  his  medical  bill  is  paid  by  the 
health  insurance  cooperative,  the  in¬ 
come  of  which  is  derived  from  mem¬ 
bers’  fees  and  a  ten  per  cent  govern¬ 
ment  subsidy. 

Cold  figures  in  cold  print  cannot 
c*onvey  the  warmth  of  a  cooperative 
society.  There  is  something  satisfy¬ 
ing  about  buying  in  one’s  own  store, 
or  banking  in  one’s  own  bank,  or  even 
being  sick  in  one’s  own  hospital. 
When  cooperatives  are  really  such  in 
spirit  as  well  as  in  name,  they  are  suc¬ 
cessful.  Applied  to  a  group  they 
transform  society,  applied  to  a  coun¬ 
try  they  bring  prosperity  and  peace, 
and  if  cooperative  countries  would 
make  a  cooperative  world,  poverty  and 
war  would  disappear. 

Convinced  that  the  cooperative  way 
is  the  Christian  way  of  economics  and 
that  we  cannot  build  a  Christian 
world  until  our  economic  life  is  Chris¬ 
tian,  I  continue  to  be  an  advocate  of 
cooperative  economics. 


TODAY’S  TRENDS  TOWARD  YESTERDAY’S 
TECHNIQUES 
Kabl  Mundt 

MEMBER  OF  CONGRESS  (SOUTU  DAKOTA) 

WASHINGTON,  D.  C. 

The  Honorable  Karl  Mundt,  Represcntatirc  in  Congreae  from  the  flrat  diatrict  of  South 
Dakota,  graduated  from  Carle, ton  College  In  1923.  He  did  hia  major  voork  iti  the  field  of 
Economiea  under  mg  aupervision.  An  alert  and  energetic  atudent  with  an  eager, 
inquiring  mind,  he  atill  reralla  “the  freedom  that  traa  exerciaed  in  wielding  peneila 
blue  and  red  upon  hia  term  papera  and  examination  offeringa.”  For  ycara  he  taught 
Economiea  and  Speech  tn  Eaatern  State  Teachera  College,  Madiaon,  8.  D.  Speaker, 
irriter,  and  legialator,  Karl  haa  loat  none  of  hia  atudent  “punch”  and  ia  giving  a  good 


account  of  himaelf  in  Waahington.  Ao  one 

aion  to  doubt 

Fifteen  or  twenty  years  ago 
when  I  was  studying  Economics 
as  an  undergraduate  student  in 
(.'arleton  Collie,  where  I  enjoyed  the 
able  and  stimulating  tutelage  of  Pro¬ 
fessor  J.  S.  Robinson,  at  whose  invi¬ 
tation  I  am  preparing  this  article  for 
Education,  the  subject  matter  and 
textbooks  of  Economics  were  vastly 
different  from  any  realistic  analysis 
of  the  techniques  of  economics  as  they 
are  practiced  today.  What  was  at  that 
time  quite  largely  a  study  of  private 
money-making  and  money-spending 
activities  has  become  largely  —  and 
in  my  opinion  too  largely  —  a  study 
of  public  and  political  activity  in  the 
economic  field  of  human  activity. 

Four  or  five  years  later,  when  I 
was  doing  postgraduate  work  at  C!o- 
lumbia  University,  economic  science 
was  still  concerned  primarily  in  ana¬ 
lysing  and  developing  private  tech¬ 
niques  for  the  highly  inter-dependent 
commercial  activities  of  individual 
proprietors  and  private  corporations. 
The  public  interest  was  indeed  con¬ 
sidered  in  these  Economics  classes  of 
the  “twenties,”  but  few  (if  any)  out¬ 
standing  economists  were  advocating 
the  doctrines  of  economic  centraliza- 


who  reada  hia  article  will  have  much  ocea- 
it.—J.  8.  R. 

tion  in  the  hands  of  politicians  which 
we  find  so  widely  practiced  at  the  be¬ 
ginning  of  the  “forties”  in  many 
countries  of  the  world. 

It  is  to  a  brief  analysis  of  “Today^s 
Trends  Toward  Yesterday’s  Tech¬ 
niques”  that  this  article  is  devoted. 

Economics  has  always  been  and 
must  always  be  a  virile,  growing,  dy¬ 
namic  science  to  which  the  expert’s 
“finis”  can  never  be  appended.  My 
concern  is  not  that  economic  theory 
has  changed,  but  that  applied  econom¬ 
ics  has  ceased  to  move  forward  into 
new  techniques  and  has  started  to  re¬ 
trace  its  steps  toward  devices  for  con¬ 
trolling  and  correcting  economic  be¬ 
havior  which  were  employed  roughly 
since  man  first  tried  to  organize  eco¬ 
nomic  activity  for  the  common  weal. 
As  a  college  instructor  in  Economics 
from  1927  to  1930,  it  was  my  aim  to 
stress  the  need  for  constant  change  in 
the  development  of  economic  tenets 
and  in  the  application  of  these  to  new 
(‘conomic  problems.  No  wonder  that 
I  am  disturbed  to  see  the  United 
States  reaching  back  into  the  past  to 
find  methods  for  meeting  today’s  prob¬ 
lems  rather  than  working  out  modern 
methods  for  dealing  with  our  present 
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economic  inequalities.  Unfortunately, 
it  seems  that  as  we  have  grown  older 
in  years,  we  have  grown  still  older  in 
the  technique  of  governing  our  eco¬ 
nomic  activities. 

Monopolies  have  always  been  ana¬ 
thema  to  economists.  Monopolies  put 
into  discard  those  economic  principles 
that  aim  to  bring  greater  opportuni¬ 
ties  for  the  many  and  few  men  except 
those  with  “vested”  interests  rise  to 
their  defense.  Economists  have  ever 
tried  to  develop  devices  for  placing 
the  public  interest  above  private  ad¬ 
vantage.  At  times  some  progress  was 
made,  but  at  other  times  the  monopo¬ 
lists  seemed  immune  to  the  combined 
efforts  of  economists  and  legislators 
who  sought  to  curb  these  anti-social 
practices.  Perhaps  in  the  general 
field  of  monopoly  may  be  found  a 
good  example  of  the  direction  of  “to¬ 
day’s  trends.” 

Students  of  economic  behavior  a 
generation  ago  were  fond  of  discuss¬ 
ing  such  monopolies  as  Standard  Oil, 
the  American  Aluminum  Company, 
the  sugar,  tobacco,  and  steel  “trusts.” 
Methods  of  coping  with  these  “giant” 
business  units  were  suggested.  Pri¬ 
vate  monopoly  seemed  injurious  to  the 
public  interest  and  economic  experts 
were  busy  devising  anti-trust  legisla¬ 
tion,  recommending  boards  of  regula¬ 
tion  and  control,  pointing  to  legisla¬ 
tive  schemes  for  protecting  the  people 
against  industrial  privilege.  During 
this  same  era,  little  was  written  about 
another  type  of  monopoly  which 
through  the  ages  has  rivalled,  if  not 
surpassed,  private  monopoly  in  its  in¬ 
fringement  upon  the  rights,  opportu¬ 
nities,  and  privileges  of  the  average 
citizen.  T  refer  of  course  to  the  pub¬ 
lic  or  political  monopoly  whereby  the 


Government  itself  exercises  ceonomic 
authority  or  engages  in  economic  en¬ 
terprise  to  an  extent  that  may  b«* 
termed  monopolistic.  Little  was  heard 
in  that  era  of  the  uneconomic  aspects 
of  political  monopolies  because  the 
Government  was  not  engaged  in  busi¬ 
ness  in  competition  with  its  own  citi¬ 
zens  and  the  drive  against  monopoly 
was  properly  directed  against  the  mo¬ 
nopolies  then  existing  in  the  field  of 
private  enterprise.  Critics  of  politi¬ 
cal  monopoly  could  find  only  the 
United  States  Postal  System  as  an 
example  of  government  in  business  on 
any  significant  scale.  Largely  non¬ 
competitive  and  rendering  a  necessary 
public  service  with  reasonable  efficien¬ 
cy,  the  Postal  Service  was  generally 
accepted  as  a  “natural”  or  “social” 
monopoly  and  consequently  the  cru¬ 
sade  against  monopoly  was  directed 
almost  entirely  against  privately- 
owned  monopolies.  The  economic 
trend  of  the  day  was  governed  by  pres¬ 
ent  circumstances,  and  modern  tech¬ 
niques  were  devised  to  correct  the  situ¬ 
ation.  Laws  were  passed  to  curb  mo¬ 
nopolies;  boards  were  established  to 
promote  fair  trade  practices;  public 
opinion  began  to  see  results  in  the 
breaking  down  of  combinations  in  re¬ 
straint  of  trade. 

Now  let  us  examine  the  present 
with  equal  candor.  The  situation  con¬ 
cerning  the  private  monopolies  has 
not  changed  greatly.  Certain  “trusts” 
have  been  dissolved,  some  of  the  more 
obvious  monopolies  were  removed,  and, 
at  least  until  the  Blue  Eagle  era  gave 
them  a  new  lease  on  life,  many  prac¬ 
tices  for  restraining  competitive  trade 
were  outlawed.  But  interlocking  direc¬ 
torates,  employers’  associations,  codes 
of  business  conduct,  and  other  metli- 
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ods  have  still  perpetuated  certain  mo¬ 
nopolistic  practices.  The  “little  fel¬ 
low"  does  not  yet,  as  a  rule,  have  an 
equal  chance  with  the  “big  fellow”  in 
the  game  of  business  or  industry. 
The  final  word  of  controlling  the  in¬ 
dustrial  tycoon  without  harming  the 
commercial  tyro  has  not  yet  been  writ¬ 
ten  into  law.  But  the  infringements 
on  the  rights,  privileges,  and  oppor¬ 
tunities  of  business  men  have  been  in¬ 
creasing  with  alarming  rapidity  dur¬ 
ing  the  past  decade.  This  I  have  re¬ 
ferred  to  as  “political”  monopoly  be¬ 
cause,  after  all,  Government  in  busi¬ 
ness  is  simply  “politicians”  in  busi¬ 
ness  under  a  system  of  representative 
democratic  government.  A  few  in¬ 
stances  will  perhaps  give  point  to  my 
thesis. 

No  longer  is  the  postal  service  the 
great  example  of  a  political  monopoly 
in  America.  Today,  the  federal  gov¬ 
ernment  is  the  biggest  single  business 
enterprise  in  the  country.  The  Gov¬ 
ernment  loans  more  money  to  private 
borrowers  than  any  bank  or  chain  of 
banks  in  the  land;  the  Government 
builds  more  homes  for  private  house¬ 
holders  than  any  building  and  loan 
association ;  it  writes  more  'insurance 
against  unemployment,  accident,  and 
old  age,  than  any  insurance  company ; 
it  develops  and  sells  more  electrical 
power  than  any  competitor;  it  owns, 
operates,  rents,  repairs,  and  manages 
more  individual  homes  than  any  land¬ 
lord  or  any  association  of  realtors. 
The  fact  that  the  Government  ob¬ 
tained  these  homes  through  foreclosure 
makes  this  statement  no  less  true.  The 
same  is  true  with  regard  to  farms 
which  were  also  taken  by  foreclosure 
and  are  now  managed  by  politicians, 
appointed  by  other  politicians,  to  carry 


out  instructions  of  still  other  politi¬ 
cians  for  the  primary  purpose — as  is 
always  the  case  —  of  voteKUitching 
rather  than  of  applying  sound  eco¬ 
nomic  principles.  The  government 
“of,  for,  and  by  the  people”  is  now 
the  biggest  and  most  ruthless  competi¬ 
tor  that  we  as  individuals  have. 

Not  only  have  we  put  our  own  Gov¬ 
ernment  into  direct  competition  with 
ourselves  in  strictly  economic  enter¬ 
prises  but  we  have  entrusted  broad 
powers  and  large  funds  to  the  Fed¬ 
eral  Government,  and  it  exercises 
these  powers  with  typical  monopolis¬ 
tic  abandon.  Government  enterprise 
so  far  outstrips  the  size  and  finances 
of  its  competitors  that  it  is  aware  of 
no  effective  competition.  These  po¬ 
litical  monopolies  pay  their  losses 
from  the  public  purse.  Their  objec¬ 
tive  must  always  be  to  se(?k  public 
favor  lest  they  write  their  own  death 
warrants.  They  can  never  operate  in 
conformity  with  sound  economic  prin¬ 
ciples  because  where  such  principles 
prove  unpopular  they  must  be  aban¬ 
doned  on  the  philosophy  that  it  is  bet¬ 
ter  to  be  uneconomic  and  to  stay  in 
existence  than  it  is  to  be  efficient  and 
to  be  voted  out  of  power. 

So  fearful  are  these  political  mo¬ 
nopolies  of  public  opinion  and  politi¬ 
cal  pressure  that  sometimes  these  pub¬ 
licly-financed,  politically-operated  en¬ 
terprises  are  incorporated  in  states 
outside  the  District  of  Columbia  where 
they  are  beyond  the  direct  control  of 
the  representatives  of  the  people,  and 
where  their  transactions  need  not  be 
made  through  the  general  accounting 
office  that  was  set  up  as  a  “watch-dog” 
of  the  public  funds.  Thus  these  en¬ 
terprises  are  not  subject  to  the  inde¬ 
pendent  audit  of  the  general  account- 
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Ing  office  and  since  they  are  operated 
by  political  appointees  of  the  Presi¬ 
dent,  they  succeed  largely  in  operat¬ 
ing  with  public  funds  without  being 
subjected  to  direct  public  control. 
The  Commodity  Credit  Corporation 
is  incorporated  in  the  State  of  Dela¬ 
ware;  Electric  Home  and  Farm  Au¬ 
thority  was  incorporated  in  Delaware 
in  1934 ;  and  the  RFC  Mortgage  Com¬ 
pany  was  organized  under  the  laws  of 
Maryland.  Having  squandered  its 
funds  speculating  on  commodities  — 
speculation  which  incidentally  did  not 
prevent  prices  of  certain  commodities 
from  dropping  last  August  to  the  low¬ 
est  figures  since  the  reign  of  Queen 
Elizabeth  three  centuries  ago  —  the 
Commodity  Credit  Corporation  came, 
bat  in  hand,  to  Congress  to  restore  its 
“impaired  capital”  and  actually  re¬ 
ceived  $119,500,000  in  a  single  month 
last  year  to  restore  this  “capital  im¬ 
pairment.” 

“Yesterday’s  techniques”  of  trying 
to  correct  private  economic  activities 
by  substituting  government  ownership 
and  operation  are  as  ancient  as  the 
absolute  despotisms  of  antiquity.  They 
are  based  on  the  false  assmption  that 
you  can  make  a  saint  out  of  a  sinner 
or  an  efficiency  expert  out  of  a  ward¬ 
heeling  politician  by  appointing  or 
electing  him  to  public  office.  In  the 
early  European  and  Asiatic  govern¬ 
ments  that  Dean  Roscoe  Pound  calls 
“administrative  absolutism,”  it  was 
accepted  that  the  King  could  do  no 
wrong,  that  the  citizen  was  the  crea¬ 
ture  of  the  state,  and  political  (state) 
ownership  and  operation  of  economic 
enterprise  was  the  accepted  custom. 
But  in  a  representative  democracy, 
political  business  enterprises  are  fore¬ 
doomed  to  failure  because  in  the  fre¬ 


quent  clash  between  economic  efficien¬ 
cy  and  public  favor  the  politician-pro¬ 
prietor  must  always  play  to  the  pub¬ 
lic.  And  divorcing  the  management 
of  an  economic  enterprise  from  the 
necessity  of  paying  for  the  losses  due 
to  mismanagement  is  a  prime  rule  in 
the  handbook  pointing  the  road  to 
bankruptcy. 

In  America,  today,  our  economic 
life  is  caught  midway  between  the 
techniques  of  communism  and  capital¬ 
ism.  We  stand  confused  and  bewil¬ 
dered  by  a  system  which  is  half  fascist 
and  half  free.  So  long  as  we  remain 
a  nation  partly  of  free  enterprisers 
and  partly  of  political  monopolists  we 
are  certain  to  reap  the  disadvantages 
of  both  systems.  Political  proprie¬ 
tors  of  economic  enterprises  fear  pub 
lie  opinion  and  private  competition; 
private  enterprisers  on  the  other  hand 
are  afraid  to  expand  their  plants,  in¬ 
vest  new  funds,  employ  more  men,  in¬ 
troduce  new  methods  because  they  fear 
the  next  “socialistic”  experiment  of 
the  Government  will  be  in  their  par¬ 
ticular  field  of  activity.  Thus  dis¬ 
trust  liegets  fear  by  both  the  politi¬ 
cian  and  the  private  operator;  fear 
brings  about  a  paralysis  of  economic 
activity;  economic  paralysis  perpetu¬ 
ates  the  depression,  continues  unem¬ 
ployment,  retards  recovery,  and  re¬ 
sults  in  more  unbalanced  budgets  and 
a  perilously  pyramiding  national  debt. 
“Today’s  Trends  Toward  Yesterday’s 
Techniques”  have  brought  us  to  the 
brink  of  a  national  disaster  and  we 
must  soon  decide  to  accept  either  yes¬ 
terday’s  tvrannies  by  centralized  ab 
solutists  in  both  politics  and  economic! 
or  to  develop  democratic  devices  for 
meeting  todav’s  problems  with  today’s 
tactics. 
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This  trend  toward  a  politica-eoo- 
noniic  centralization  of  power  in 
Washin^on  did  not  start  with  the 
Xcw  Deal,  of  no  party  can 

claim  immuiiity  from  its  toxin.  It 
had  its  inception  as  men  in  the 
United  States  began  to  turn  more  and 
more  to  Government  to  perform  mir¬ 
acles  which  they  had  found  impos¬ 


sible  to  do  themselves.  This  tendency 
to  look  to  the  dark  past  of  administra¬ 
tive  absolutism  for  corrective  devices 
for  today’s  errors  was  a  canker  on  the 
lK)dy  politic  long  before  the  New 
Deal.  Without  trying  to  aflbt  blame 
for  today’s  misfortunes,  ^we  should  de- 
\'ote  ourselves  to  an  attempt  to  work 
out  a  formula  for  tomorrow’s  progress. 


REVIEWS  OF  RECENT  RECORDINGS 

William  P.  Sears,  Js. 

NEW  YORK  UNIVERSITY 


Symphony  No.  5,  in  D  Major  (“Refor¬ 
mation”).  Mendelssohn.  Howard  Bar- 
low,  conductinjf  the  Columbia  Broadcast¬ 
ing  Symphony.  Coiumbia  Recording  Cor¬ 
poration,  Bridgeport,  Connecticut.  Colum¬ 
bia  Masterworks  M-391.  $6.00. 

The  symphonies  of  Felix  Mendelssohn 
have,  of  late  years,  been  neglecte<l.  There 
are  fads  and  fashions  in  music  as  in  other 
fields  and  Mendelssohn  during  the  past 
two  decades  has  been  decidedly  out  of 
style.  Nevertheless,  the  music  of  this 
great  composer  is  graceful  and  polished. 
The  “Reformation"  Symphony  re-creates 
the  fenor  and  austerity  of  the  Lutheran 
spirit.  The  work  is  an  expression  of  re¬ 
ligious  feeling  combined  with  the  roman¬ 
ticism  and  lyricism  that  characterizes  so 
many  of  Mendelssohn’s  works.  The  re¬ 
cording  by  Howartl  Barlow  and  the  C.B.S. 
is  adequate  and  meets  all  the  high  stand¬ 
ards  now  set  for  modern  recordings. 

Introduction  and  Allegro  for  Stringy. 
Klgar.  The  B.B.C.  Symphony  Orchestra, 
eonducte<l  by  Sir  Adrian  Boult.  RCA-Vic- 
tor,  Camden,  New  Jersey.  Musical  Mas¬ 
terpieces  No.  M-635.  $3.50. 

The  introduction  and  Allegro  for 
Strings  (Opus  70)  is  one  of  the  favorite 
works  of  the  Engiish  Beethoven-Sir  Ed¬ 
ward  Eigar  (1857-1933).  The  orchestral 
music  of  this  composer,  as  well  as  his 
lesser-known  choral  works,  is  of  such 
quality  that  he  may  truiy  be  termed  the 
greatest  composer  of  England  since  the 
time  of  Purcell.  The  Introduetion  and 


Allegro  for  Strings  is  the  quiet  work  of 
a  genius. 

Stars  of  the  Metropolitan,  Volume  II. 
lUW-V’ietor,  Camden,  New  Jersey.  Musi¬ 
cal  Masterpieces  M-633.  $10.00 

This  is  an  anthology  of  great  operatic 
arias  sung  by  some  of  the  leading  artists 
of  the  great  Metropolitan  Opera  Associa¬ 
tion  of  New’  York.  Many  students  are  in- 
teresteil  in  the  opera  and  the  numerous 
fine  radio  progrenis  (including  the  Satur¬ 
day  afternoon  broadcasts  from  the  great 
opera  house  itself)  have  stimulated  this 
interest  enormously.  Here  in  one  volume 
is  a  splendid  selection  of  the  arias 

that  will  meet  the  need  of  many  in  the 
schoois.  'The  mere  listing  of  the  arias 
and  the  artists  is  sufficient  comment  on 
tliese  discs. 

Pie  Waikure ;  Du  Bist  Per  Lenz  and  Sieg- 
mund  Heiss  Ich — Lotte  r.ehm8nn  and 
Lauritz  Melchior. 

Tannhauser :  Dich  Teuree  Halle — Eliza¬ 
beth  Rethberg. 

Tannhauser:  O  Du  Meiner  Holder  Aben 
stern — John  Charles  Thomas. 

Un  Ballo  in  Maschera :  Erl  Tu — Lawrence 
Tibbett. 

La  Traviata :  Ah !  Fors !  E  Lul  and  Sern- 
pre  Libera — Helen  .Tepson. 

.Simone  Boccanegra :  11  Lacerato  Spirito 
— .Mexander  Kipnis. 

La  Boheme :  Che  Gelida  Manina — Jussi 
Bjoerling. 

Le  Roi  d’Ys:  Vainement,  Ma  Bien  Aimee 
— Richard  Crooks. 

Faust :  Air  des  Bijoux — Eide  Norena. 
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“Winterrelse”  Songs.  Schubert.  Sung 
by  Richard  Tauber,  with  piano  accoin- 
paniment.  Decca  Records,  New  York. 
20561/6.  Twelve  sides.  $3.00. 

Franz  Schubert  (1797-1828)  was  one  of 
the  most  prolific  composers  of  all  time, 
it  is  estimated  that  he  composed  over  600 
songs  alone  during  his  brief  and  tragic 
career,  .^s  a  composer  of  liedcr,  Schu¬ 
bert  has  had  few  peers  and  many  critics 
still  consider  the  little  V'ienncse  to  be  the 
greatest  of  all  song-writers. 

The  “Winterreise”  songs  constitute  a 
cycle  of  beautiful,  if  melancholy,  songs. 
IJke  all  of  the  Schubert  lieder,  these 
songs  are  characterizetl  by  a  wealth  of 
melody  and  charm.  Richard  Tauber  sings 
twelve  of  these  songs  on  Decca  Records. 
.Mr.  Tauber  is  only  too  prone  to  employ 
all  the  tricks  of  the  operetta  stage  in  his 
attempt  to  make  more  dramatic  these 
simple  and  delightful  songs. 

Fraunlieber  und  Leben.  Schumann. 
Sung  by  Lotte  Lehmann,  with  Chamber 
Orchestra.  Decca  Records,  New  Y’ork. 
20411/4.  Eight  sides.  $2.00. 

Robert  Schumann  (1810-1865)  did  not 
turn  to  the  lieder  as  a  form  to  express  his 
creative  genius  until  about  the  year  1840. 
In  1839  Schumann  spent  several  months 
in  Vienna  where  he  came  to  appreciate 
deeply  the  lieder  of  Franz  Schubert.  1840 
was  in  many  respects  Schumann’s  “year 
of  song.”  His  oft-postponed  marriage 
with  Clara  Wieck  was  at  last  approach¬ 
ing  consumation  and  the  young  man  was 
intensely  happy.  It  is  said  that  he  com¬ 
posed  about  one  hundred  songs  in  that 
year. 

Schumann  continued  to  explore  the 
lieder  as  an  art-form  until  his  unfortu¬ 
nate  suicide  in  1856.  Some  of  the  finest 
of  the  Schumann  songs  are  to  be  found 
in  the  cycle  Frauentiebe  Und  Leben  which 
Lotte  Lehmann  has  recorded  for  Decca. 
The  cycle  paints  a  picture  of  the  life  and 
love  of  a  w’oman.  Schumann  was  no  mere 
imitator  of  Schubert  and  the  songs  of 
Frauenlieber  und  Leben  bear  witness  to 
the  individual  genius  of  their  composer. 

Schumann  Songs.  Richard  Taulier  has 
selected  some  ten  songs  from  among 
the  most  exquisite  of  all  the  Schu¬ 


mann  lieder  and  has  recorded  them  for 
Decca.  The  tenor  sings  them  with  sim¬ 
plicity  and  with  splendid  effect.  Of  espe¬ 
cial  beauty  in  this  series  are  the  Moni- 
naeht,  Her  Nussbaum,  Widmung,  and  three 
songs  from  the  Dichterliebe  cycle.  Decca 
Records,  New  York.  20347/50.  Eight 
sides.  $2.00. 

SINGLE  DISCS 

Felix  Weingartner  conducts  the  Orehet- 
tre  de  la  Soriete  dee  Concerts  du  Conserva¬ 
toire  (Paris)  in  a  splendid  rendition  of 
the  Introduction  to  Act  III  of  Wagner’s 
Tannhauser.  Those  who  listeneil  to  the 
magnificent  Weingartner  performance  of 
the  Siegfried  Idyll  some  months  ago  will 
enjoy  this  latest  Wagner  excerpt  (Colum¬ 
bia  69793-D;  $1.50). 

Of  the  numerous  smaller  recording  com¬ 
panies  Timely  Records  (128  West  23rd 
Street,  New  York  City)  is,  perhaps,  the 
most  enterprising.  A  year  or  so  ago  this 
company  issued  an  album  that  should  be 
in  every  school  library.  This  is  the  al¬ 
bum  of  poems  by  Edwin  Markham  recited 
by  no  less  an  individual  than  the  poet 
himself.  Now  Timely  is  trying  another 
experiment.  This  time  it  is  a  series  of 
discs  devoted  to  piano  music  played  by  a 
pianist  who  remains  nameless.  Timely 
believes  that  too  often  attention  is  di¬ 
verted  from  the  composition  to  the  per¬ 
former.  The  first  disc  in  this  series  offers 
the  Mozart  Sonata  in  C.  Major  (K.  545), 
No.  1314;  $1.50.  The  first  seven  bars  of 
this  Sonata  are  extremely  well-known— 
Raymond  Scott  has  used  them  to  paint 
his  swing  picture  of  an  eighteenth-cen¬ 
tury  drawing  room. 

The  current  Victor  list  includes  a  num¬ 
ber  of  very'  fine  recordings  of  interest  to 
school  people.  Miliza  Korjus,  a  sparkling 
coloratura  soprano,  has  recorded  two  op¬ 
eratic  selections  from  the  literature  of 
Verdi.  These  are  the  Bolero  from  Act  V 
of  I  Vespri  Siciliani  and  the  Cavatina 
from  Act  I  of  Ernant  (12603;  $1.50). 

Alexander  Kipnis,  the  noted  basso  who 
is  singing  this  season  at  the  Metropoli¬ 
tan,  has  recorded  two  very  famous  songe— 
Drr  Erlkonig  by  Schubert  and  Die  Beiddn 
Grenadier  by  Schumann  (15825;  $2.00). 
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Organized  Labour  in  Four  Continents. 
Ily  H.  A.  itarquand  and  others.  Long- 
inans-Oreen  and  Company,  New  York, 
1939,  518  pages.  $4.00. 

l*roblem8  arising  in  the  world  of  labor 
(.re  among  the  most  difficult  and  perplex¬ 
ing  of  all  the  problems  that  confront 
twentieth  century  society.  A  great  many 
colleges  and  universities  now  offer  a  wide 
variety  of  courses  in  the  field  of  labor 
problems  and  adequate  texts  have  been 
jirepared  for  the  use  of  students  who 
elect  these  courses.  Because  of  the  limit¬ 
ation  of  time,  these  courses  have  usually 
Stressed  the  local  and  national  problems 
of  labor  and  the  international  aspects  of 
the  organized  labor  movement  have  been 
passed  over  very  briefiy.  The  present  vol¬ 
ume  gives  a  concise  and  up-to-the-minute 
survey  of  labor  conditions  in  thirteen 
t.v’pical  countries  in  Europe,  America, 
.Australia,  and  Asia.  Trends  and  events 
liave  been  listed  for  all  these  countries 
from  the  days  of  the  close  of  the  World 
War  in  1919  until  the  present.  These 
vears  constitute  a  very  definite  period  in 
the  history  of  organized  labor  for  they 
witnessed  the  destruction  of  trade  union¬ 
ism  in  Germany,  Austria,  Czecho-Slovakia 
und  Spain,  the  rise  of  the  U.  S.  S.  R.,  the 
advent  of  the  fascist  state  in  Italy  and 
in  Germany,  as  well  as  the  rise  and  the 
decline  of  the  Labor  Party  in  Great  Bri¬ 
tain.  In  the  United  States,  the  great  de¬ 
pression  and  the  New  Deal  have  pro¬ 
foundly  affected  the  world  of  labor.  The 
dominance  of  the  A.  F.  of  L.  has  been 
(  hallenged  by  the  C.  I.  O.  and  today 
-American  labor  finds  its  ranks  broken  by 
liattle  that  bids  fair  to  destroy  the  entire 
labor  movement.  The  section  of  this  book 
devoted  to  the  American  scene  is  a  splen¬ 
did  one  and  it  comes  from  the  pen  of  one 
of  our  greatest  students  of  the  problems 
of  labor.  Professor  Perlman  of  the  Unl- 
\ersity  of  Wisconsin.  Organized  Labour 
in  Four  Continents  will  be  very  helpful 
to  students  and  to  labor  leaders  alike  in 


that  it  often  in  a  concise  and  accurate 
form  the  story  of  labor  relations  through¬ 
out  the  world.  —  W'illiam  P.  Srau.  Jb., 
New  York  University. 

A  Plea  for  a  Plan.  By  the  Very  Rev. 

C.  Alington.  Longmans-  Green  and  Com¬ 
pany*,  New  York.  150  pages.  $1.75. 

In  A  Plea  for  a  Plan  we  read  of  cur¬ 
riculum  troubles  of  the  English  public 
school  discussed  by  a  man  thoroughly 
versed  in  his  subject.  One  trouble  sounds 
a  great  deal  like  home:  too  many  sub¬ 
jects  being  offered.  To  meet  this  diffi¬ 
culty  and  others,  the  author,  discussing 
only  the  education  of  boys,  proposes  that 
educators  take  advantage  of  what  he  con¬ 
siders  two  natural  types :  the  literary 
boy  and  the  non-literary  boy.  Both  are 
to  be  given  subjects  to  fit  their  interests 
and  capabilities,  the  former  to  get  a  les¬ 
sening  of  mathematics  and  science  and 
more  of  classical  and  literary  training 
and  the  latter  quite  the  opposite.  Both, 
however,  are  to  receive  a  well-rounded 
education.  At  present  the  curriculum  of 
the  English  public  school  is  the  result  of 
historical  circumstances;  there  is  no  plan. 
'Fhe  author,  by  his  adapted  curriculums, 
proposes  one. 

The  writer,  the  Very  Rev.  C.  Alington, 

D.  D.,  dean  of  Durham,  and  former  head¬ 
master  of  Eton,  has  an  easy,  warm  style, 
with  some  humor.  His  plan,  to  be  sure, 
is  based  on  his  own  opinions,  which  are 
the  result  of  extensive  experience.  In 
America  there  is  a  tendency  to  get  away 
from  building  curriculums  on  opinions  of 
educators. 

The  book  is  attractively  set  up  and  is 
certainly  readable.  —  Cabl  Q.  Muxeb, 
Lewis  &  Clark,  Spokane,  Washington. 

Education  for  Democracy  in  Our  Time. 
By  Jetse  H.  Newlon.  Published  by  Mc¬ 
Graw-Hill  Book  Company,  Inc.,  New  York. 
1939.  242  pages.  $2.50. 

Jesse  H.  Newlon  in  Education  for  De¬ 
mocracy  in  Our  Time  has  given  us  his 
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unalysia  of  the  aocial  crisis  that  we  face 
and  has  outlined  his  recommendations. 
He  believes  that  the  best  means  the  coun¬ 
try  has  of  meetinfT  its  problems  is  to  har¬ 
ness  up  Team  Education  and  go  to  work. 
But  we  must  not  wait.  There  are  bad 
weeds  fl^wingp  in  the  Field  of  Democ¬ 
racy,  one  of  them  named  Fascism,  and 
we  must  start  cultivating  at  once. 

In  his  book  Mr.  Newlon,  of  course,  has 
to  concern  himself  with  what  is  democ¬ 
racy.  He  tells  us  repeatedly.  Especially 
is  it  that  way  of  living  that  will  permit 
freedom  of  speech,  of  inquiry,  of  press, 
of  assemblage,  and  of  thought.  But 
basic  to  liberty,  according  to  Mr.  Newlon, 
is  economic  security,  which  too  many 
people  are  without.  “Unless  we  can  solve 
the  problem  of  economic  security  for  the 
common  man,”  writes  Mr.  Newlon,  “we 
can  have  no  hope  for  the  continuation  of 
democracy  in  the  United  States.”  He  re¬ 
fers  frequently  to  the  Jackson  era,  when 
he  says  Americans  last  were  closest  to 
such  a  happy  condition. 

.Many  thinkers  will  not  agree  with  Mr. 
Xewlon  that  economic  security  is  a  qual¬ 
ity  of  .Vmerican  democracy  that  can  be 
realize*!.  I’erhaps  they  will  dream  with 
him  of  its  desirability  but,  having  strug¬ 
gled  for  it  themselves,  they  will  doubt 
that  it  can  be  brought  about  and  main- 
tainetl-  ut  least  to  the  extent  that  Mr. 
Newlon  suggests  in  his  book.  Did  the 
Planner  of  the  Universe  provide  this  pos¬ 
sibility? 

In  Mr.  Newlon’s  plan,  every  step  in  the 
famous  .\merican  school  ladder  is  to  do 
its  part  in  promoting  the  cause  of  democ¬ 
racy.  Esptecially  are  boys  and  girls  to 
l)c  given  the  opportunity  to  practice  de¬ 
mocracy.  Teachers  will  have  to  know 
their  subjects,  as  before,  but  they  are  to 
t>c  imbued  with  the  democratic  philoso¬ 
phy  so  that  they  can  help  guide  school 
life  and  school  ideals  to  conform  to  its 


tenets.  .Administrators  are  to  use  the 
democratic  way.  Those  whose  style  U 
dominantly  authoritarian  are  not  wanted 
because  they  will  influence  youth  to  faith 
in  authority,  against  which  democracv 
has  to  flght. 

Mr.  Newlon  wants  us  to  promote  the 
cause  of  democracy  in  the  schools,  but  he 
has  no  recommendation  for  teaching  the 
blue  prints  of  a  new  social  order.  Be 
objects  to  any  educational  phiIoso{fliy 
that  will  teach  democracy  without  stop¬ 
ping  then  and  there  to  give  it  the  stamp 
oi  highest  approval.  Indoctrination?  Mr. 
Newlon  dislikes  the  word.  He  thinks  that 
the  fundamental  principles  of  democracy 
— such  as  freedom  of  thought — make  it 
]K)S8ible  to  teach  democracy  to  boys  and 
girls  without  being  g^uilty  of  so-called  in¬ 
doctrination. 

The  author  is  the  well-known  professor 
of  education  at  Columbia  University.  His 
interesting  book  is  one  of  a  series  edited 
for  McGraw-Hill  by  Harold  Benjamin. 
Of  the  author’s  educational  philoao{diy, 
.Mr.  Benjamin  sa^'s :  “He  is  one  whose  phi¬ 
losophy  of  education  is  built  upon  the 
problems  of  our  own  time  as  well  as  upon 
the  enduring  values  of  democracy.  He 
cannot  And  the  bases  for  his  wondering 
in  a  philosophy  that  comes  from  the 
speculations  of  other  men  on  other  events 
in  other  days.  He  gets  it  instead  from 
the  social  crisis  that  faces  him  and  all 
his  neighbors  here  and  now,  from  the  re- 
sourt'cs  that  he  and  all  his  neighbors  poe- 
.sess  among  them  if  they  will  only  reach 
out  anil  utilize  what  is  their  own,  and, 
above  everything,  from  the  tools  and  in- 
strunients  that  he  and  all  his  neighbors 
have  at  their  hands  whenever  they  shall 
truly  want  to  change  their  ways  for 
good.” 

'Fhe  book,  with  its  6  by  9  inch  pages,  is 
attractive  in  appearance  and  invites  read¬ 
ing.  The  type  face  is  large  and  agreeable. 


